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Universal Pictures 
Company, Inc. 
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DIVIDEND 


The Board of Directors has declared 
a dividend for the third quarter of 50 
cents per share on the stock of the 
Company, payable July 31, 1944 to 
stockholders of record July 19, 1944 
and a dividend for the fourth quarter 
of 50 cents per share payable October 
31, 1944 to stockholders of record 
October 16, 1944. 














= COLUMBIAN 
CARBON COMPANY 


Ninety-First Consecutive 
Quarterly Dividend 


The Directors of Columbian Carbon 
Company have declared a regular 
quarterly dividend of $1.00 per share, 
payable September 9, 1944, to stock- 
holders of record August 11, 1944, at 
3 P. M. 

GEORGE L. BUBB 


Treasurer 
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To Benefit from Post-War 


Business Boom 


Eo major war has been followed 
by a replacement boom and rising 
stock prices. The coming post-war pe- 
riod will see a huge demand for goods 
of all kinds. 

To assist investors in selecting securi- 
ties with unusual post-war prospects, 
our research staff has prepared a report 
on 44 outstanding stocks... . 


Selected for Capital Gains 


These selections include 14 represen- 
tative groups—Air Transport, Automo 
biles and Accessories, Building, Chemi- 
cals, Electronics, Radio, Oils, Rails, Rail 
Equipments, Steels, Sugars, Utilities, 
Textiles, and Low-Priced Growth issues. 

Before making new investments, 
send for an introductory copy of this 
44-stock report—prepared by an or- 
ganization with a 24-year record of 
success, today serving more individ- 
ual investors than any other financial 
service. 

Send for Bulletin MW-5 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. Boston I6, Mass. 
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Never Underestimate the Power of a Woman! 
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There were 325 women delegates and alternates at the Republican 
Convention this year. 11 of the 24 members of the Committee of 
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Arrangements were women. 
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R. ROOSEVELT'S DECISION ... Four years ago 
e basis for President Roosevelt’s decision to’ seek a 
hird term was the premise that the crisis in foreign 
airs precipitated by the outbreak of war in Europe 
equired that he continue in office. Though his decision 
as not liked by many Democratic politicians and though 
e deemed it advisable to stage-manage the nominating 
onvention, the election proved that a decisive majority 
f the people accepted the premise of his campaign as 
th valid and compelling. 

If a crisis in our foreign affairs then existed, obviously 
far greater one exists today. We near the climax of the 
ar and face enormously complex problems in planning 
lor peace. In this environment probably very few have 
oubted that Mr. Roosevelt would wish to seek a fourth 
erm. His decision is, therefore, not in any sense a 
urprise to the country. 

This time it was not necessary for the President to do 
ny political maneuvering. This time the nomination 
s actually a draft because of the fact that the nominat- 
ng delegates—mainly political office-holders, as is always 
tue of the conventions of the party in power—know full 
ell that they have no chance of winning the election 
ith any other candidate except Mr. Roosevelt. That 
here is large popular approval of this long expected out- 
ome—probably a majority approval as things stand to- 
ay—goes without saying, though the re-election of Mr. 
oosevelt next November hardly can be considered “in 
he bag” this far ahead. 





LAURENCE STERN, Managing Editor 
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The Trend of Events 


If for no other reason, the continuing war environ- 
ment assures a relatively short period of active campaign- 
ing with much less of the political buncombe than was 
our lot to suffer during most past election struggles. 
However, the President’s statement that he will not run 
in a “partisan, political” sense will not stand examina- 
tion. Under our form of government, with its two-party 
system, no Presidential candidate can possibly put him- 
self above partisan politics. The extent to which Mr. 
Roosevelt will “campaign” probably depends on Dewey 
and the indicated trend of popular opinion. If it con- 
tinues to look like a close election as the time nears, the 
President can hardly remain silent and aloof, for nat- 
urally he is most keenly interested in winning—just as 
keenly interested in winning as is Gov. Dewey. 


THE WAR COMES FIRST . . . Donald Nelson has at 
least partly won his fight for early reconversion of indus- 
try. His original orders will stand, but with respect to 
the most important of them the effective dates have been 
postponed to mid-August. As the time nears—depend- 
ing on the war situation and the resultant attitude of 
the Army and Navy—there might, of course, be further 
postponement of these plans. 

This proposed start on reconversion is a very small 
one: consisting of lifting some of the restrictions on 
civilian use of aluminum and magnesium, which are in 
abundant supply; permitting placement of advance or- 
ders for limited quantities of machine tools for civilian 








d BusINEss, FINANCIAL and INVESTMENT COUNSELORS 


1907—“Over Thirty-Six Years of Service’—1944 











EEWULY 22, 1944 





379 














production; authorizing limited development of models 
of civilian goods for strictly experimental purposes; and 
establishing flexible procedures under which manufac- 
turers could get permission to make certain civilian 
goods “if they have facilities not needed for the war 
effort.” As interpreted by the Army and Navy, “facili- 
ties” seem to include labor; and, with certain types of war 
production below schedule, the military authorities do 
not agree that there can be anywhere a surplus of labor 
for civilian production beyond what is absolutely essen- 
tial to our economy. 

We do not see how anyone can take exception to this 
view. The war needs must come first. However, that 
is not the whole story. Many civilian activities are essen- 
tial to the war effort itself. ‘To name but one of the most 
obvious, there is automotive transport in which a serious 
crisis would develop in a matter of months unless WPB 
sees to it that there are enough tires for civilian motorists 
whose driving is essential. In the nature of his respon- 
sibility, Mr. Nelson probably has a sounder perspective 
on what actually does represent essential civilian pro- 
duction than do the Army and Navy. 

And while no thinking person will clamor for a gen- 
eral rise in civilian production now, most will agree that 
we surely ought to get ready for it in advance so far as 
reasonably possible, for otherwise post-war unemploy- 
ment will be needlessly aggravated. It should be possi- 
ble to make effective “get ready” preparations without 
interference with the war. That, as we see it, is about 
all that Mr. Nelson is trying to do and is the least that 
he should do. 


SENATOR TAFT... The monetary conference at 
Bretton Woods represents but one attempt in what must 
be a continuing series of attempts to come to grips in 
good faith with the most complex economic and finan- 
cial problems confronting the world and each nation 
therein. These attempts may fail, which would be very 
deplorable. Perhaps they have not too much chance of 
success at best, but to make a determined effort is cer- 
tainly more promising than a policy of negation. 

In the midst of this conference Senator Taft—whose 
faulty vision of what is going on in the world is sug- 
gested by the fact that he did not expect a war and didn’t 
see why we should be in it — has publicly jerked the 
burglar alarm. He fears a world raid on the U. S. Trea- 
sury. He warns that the proposed monetary fund and 
reconstruction bank are devices by which “our money 
is to be loaned away by a board in which we have only 
a minority interest.” 

Well, that is one way of looking at it—and it has 
enough element of truth in it to confuse the real issues. 
Senator Taft knows and concedes that, if our objectives 
of international trade expansion are to be gained, the 
United States must make large foreign loans, since this 
is the only creditor country left with resources large 
enough to do so. The Senator apparently does not 
object to loans, but he insists we make them in such a 
way that we dictate all the terms. 

Superficially, that sounds reasonable. But it can’t be. 
Senator Taft forgets that we have an idea to sell to the 
rest of the world—the idea of the freest possible inter- 
national commerce. The acceptance of this idea is in 
our vital interest. But there is an alternative idea: the 





idea of government-controlled trade on a bilateral o 
barter basis. If the choice of would-be borrowers is b¢ 
tween loans which would dictate their domestic policid 
—which is the kind of lending that Senator Taft appar 
ently favors, though he does not recognize it as such- 
and government-regimented trade nationalism, it would 
be the latter that most of the world would choose; an 
we could not be a free-trade nation in a closed-trad 
world. Government control of our economy, whic 
Senator Taft doesn’t like, would be all the more un 
avoidable. V, 
ITH 
CHANGED FARM SITUATION ... People tend tqprussia, w 
forget how quickly the farmers in this and other couny a smasl 
tries can produce a glut of foodstuffs when there is 
strong price incentive and if the weather is at all favor\llied po 
able to crops. 
The recent Government crop report indicated thd In the 
largest wheat harvest on record: a figure of 1,128,000,00¢fyropa”’ 
bushels; and a corn crop of almost 3,000,000,000 bush wainst Gi 
els, despite a late start on spring planting in most areasffast and | 
After this report, one saw wheat futures at Chicago (Jul¥yill deter 
contract) down to about $1.58 cents a bushel, comparedjw weeks 
with $1.70 only a few weeks ago. This is very close tq Out of | 
what farmers can borrow from the C. C. C. on wheat. If events 
appears a reasonable anticipation that from here on moshind relen 
grains will move nearer to the Government supporfing this 
prices than the ceilings. Importan¢ 
Feed grains, however, are currently still around thd We hav 
ceiling figures. They must come down in due timé)reakthro 
even under continued war, since the numbers of livqlandings 
stock to be fed are being reduced materially. The springiargement 
pig crop was 24 per cent lower than a year ago, with thin the E 
fall crop indicated at about a third less than a year agqtion of thi 
Should the war end in Europe this year, only Govermpf the ur 
ment support prices could prevent a serious decline iffrance; a 
grain prices. north-cent 
For a time the Government could make a plausiblpian front. 
case for acquiring mounting surpluses of farm cropip to: 
on the basis of having to extend food aid in larghromising 
amounts to war-ravaged areas. But a high support-prighe Gern 
policy is self-defeating eventually. What is happeninghe entire. 
to farm production here under the stimulus of higind threat 
prices is happening throughout the arable regions of thiPrussia. 
whole Western Hemisphere. At the same time, the pricel Against 
of farm lands are having a very considerable inflationtnemy car 
although not as much as during the previous war periodpne succe: 
An inescapable fact is that farm inflation brings farnpeen bols 
deflation in its wake. It is not too soon to begin revismorale o. 
ing the Federal agricultural policies to safeguard so faple with 
as possible against the worst national headaches that wilffombs, th 
have to be allowed for when the farm situation is radifaps getti 
cally changed, as it must inevitably be, by the end of threather 
war. Farm prices are too high; and support prices argastrumen 
at levels that could be maintained in peace-time onlwhile a s 
to the accompaniment of a glut of production and warepance, cz 
houses running over with Government-owned surplufisively c 
farm produce. ven di 
ourse of 1 
THE MARKET PROSPECT ... Our most recent in! While t 
vestment advice will be found in the discussion of thgines on tl 
prospective trend of the market on page 382. The coun he story, \ 
sel embodied in the feature should be considered in con{n sid e 
nection with all investment suggestions, elsewhere in thif*here nor 
issue. Monday, July 17, 1944. fore clea 
n on the 
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rad AT THE GATES! 

ps BY ROBERT GUISE 


Wirs Russian armies knocking at the gates of East 
Prussia, with the war in Europe everywhere building up 
jo a smashing climax, a new and final stage of the strug- 
le has begun. In all directions, the offensive drives of 
avolAllied power are getting into high gear, ringing with 
the tones of ultimate victory. 

tht In the East, particularly, the battle against “Fortress 
),00@furopa” is nearing its conclusion, the final onslaught 
ushtwainst Germany’s “Inner Fortress” is getting under way. 
reasffast and West, the crisis of the war and the battles that 
(Julfyill determine its duration must come within the next 
arediew weeks. 
se t¢ Out of the day to day progress since D-Day, the pattern 
it. Ih{ events to come is shaping up with increasing clarity 
aig relentless force. In retrospect, the achievements dur- 
porting this brief span fully show up their climactic 









importance. 

th We have witnessed the fall of Rome and a fast Allied 
‘im@breakthrough northward to within sight of Leghorn; the 
livqlandings in Normandy, the fall of Cherbourg, the en- 
ringlargement of our beachhead into a powerful bridgehead 
1 thfon the European continent; the apparent near-liquida- 










agqtion of the Luftwaffe; the galvanizing into fighting action 
vermof the underground anti-Nazi movement, especially in 


now forced to fight the enemy “at the gates,” that they 
must now defend the very soil of the Fatherland. In the 
face of the Russian steamroller, they threatened to turn 
Europe into a maelstrom of destruction “where only one 
cry is heard—the cry for blood.” 

But amid these wails and threats, the Nazi leaders con- 
tinue their sly bids for a compromise peace. While 
threatening to drown Europe in blood, they appeal to 
the Western Allies that there is no need to continue the 
struggle. All they are trying to do, they claim, is to save 
European civilization from “Asiatic bolshevism.” In 
common with the Allies, they assure the world, they want 
only peace and calm; only Russia, the villain, wants 
continued unrest and chaos. 

This is the same old design to split the Allies, utterly 
unsuccessful in the past but for some reason, or for want 
of something better, again dragged out in this critical 
hour in an effort to sow discord and win a negotiated 
peace. Today, however, the chance for success is less 
than ever. 

Nevertheless, it once more forms the keynote to Ger- 
man reaction to impending defeat, both in the field of 
propaganda and military strategy. In the latter field, it 
expresses itself in stubborn defensive fighting in the West 
and a policy of quick retreat in the East to impress 
Europe and the Al- 








to 200 miles 
argpromising to sweep 
origthe Germans from 
ninghe entire Baltic area 
higitnd threatening East 
 thyPrussia. 

ricq Against this, the 
tionknemy can claim but 
riodpne success. He has 
farmbeen bolstering the 
evignorale of his peo- 
» fale with his robot 
wilfombs, thereby per- 
radifaps getting another 
thpreather out of an 
-arg@astrument which, 
onlWhile a serious nui- 
yarepance, cannot de- 
plutisively change. or 
ven delay, the 
ourse of the war. 

in) While the moving 
thqines on the map tell 
punthe story, voices from 











Russians moving up in current great drive 


lies with the im- 
mediacy of the bol- 
shevist danger and 
the sacrifices and de- 
struction implied in 
forcing a victorious 
conclusion of the 
Western and South- 
ern campaigns. 
The war, of 
course is not yet 
won though hopes 
are high that this 
will be the last sum- 
mer of fighting in 
Europe. In due 
time, the Germans 
in the East will at- 
tempt another last 
ditch stand, trying 
to stave off Russian 
penetration of the 
inner defense lines 
which guard the 
road to Germany’s 
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confnside Germany, 

thiwhere none but official voices can be heard, indicate even 

4. fore clearly how inexorably the Allied armies are closing 
n on the last stronghold of Nazi power. There can be 

fo question that a major crisis is developing in the enemy 

amp. The Germans aired their woes last week in gloom- 

—er tones than ever before. 


- They told the homefront that the German armies are 
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heart. In France, it 
may take some weeks until we are ready for a final break- 
through and the war of movement that eventually should 
bring us to the gates of Paris and Berlin. 

The enemy still has the power to strike back and de- 
fend himself with the courage of desperation. That he 
will no doubt do as long as he sees a possibility of keep- 
ing the war from his homeland. (Please turn to page 432) 
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The market’s current upward movement 
showed suggestive evidences of increasing 
weariness over the past fortnight, together 
with rotating leadership and considerable bull- 
ish speculation in such tradition “late-mover” 
groups as steels, coppers and rail equipments. 
On the other hand, thus far the volume of trans- 
actions remains largest on days of advance and shows 
some tendency to contract on price dips. This would 
imply that the market’s “public” is still in a hopeful 
frame of mind and not yet anxious to do much selling. 

We think this psychological boomlet is probably fal- 
lacious and that it is building up for a big let-down. 
However, this does not mean that the averages can not 
go higher before they go importantly lower. As we have 
pointed out before, this bull market is not geared—as 
normal peace-time bull markets are—to the business cycle 
and to earnings trends. The hopes on which it is founded 
relate emphatically to “post-war prospects.” We submit 
that any forecast of post-war volume and earnings pros- 
pects must be guesswork in high degree, especially as re- 
gards the first one or two years after defeat of Germany. 

No one can determine in advance just how long the 
crowd will continue to be bullish. Traders can no doubt 
justify a policy of “playing along” until the tape action 
provides more definite indication of a topping out ten- 
dency. They can also argue that “summer rises’ more 
often top out in August than in July. 

And that is not all. The speculative bulls, supported 
by the fact that the market’s reaction to our successful 
invasion of France and to subsequent favorable war de- 
velopments has been bullish, can and do argue that from 
here on the more favorable the war news, the more bull- 
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Wisest Market Policy Now 


We think that the market is in an increasingly vulnerable 
position, and favor reducing speculative-investment holdings. 


BY A. T. MILLER 

ish will be the state of mind of market followers. Foal 
this point of view, which we can not accept, the further 
the Germans retreat toward—or on—their “sacred soil,” 
the higher the market ought to go, with a big-volume 
blow-off when—and not before—Germany capitulates. 

Let us hasten to add that not all the bulls go this far 
in their guessing. Some figure that the market, with a 
goodly rise already negotiated, would probably have quite 
a nose-dive on the defeat of Germany. On that premise 
they are already getting somewhat nervous. They are 
allowing for the possibility that German collapse may be 
fairly near and are increasingly inclined to take profits 
now on the reasoning that—since the market usually dis. 
counts expected events in advance—the 1944 summer 
boomlet “ought” to top out some weeks ahead of the final 
act in Europe’s tragedy. 

The recent slower and increasingly selective pace of the 
rise may be just a temporary “technical consolidation’ 
phase but this is a moot point. The other possibility i 
that “cautious sentiment,” which at least over the pas 
fortnight began to catch up with “bullish sentiment’ 
without yet overtaking it, may continue to increase. W4 
rather think it will not only increase but increase pro 
gressively and that the boomlet, if not already topping, if 
probably within the upper one-fourth of its total span. 

However, any market commentator who professes t 
be able to pre-determine market tops—or bottoms—wit 
any close degree of exactitude is not worth listening to, 
for all intelligent persons in this trying profession—try; 
ing because its practitioners must not only be interpreters 
of all tangible factors relating to security values but psy: 
chologists as well—know exactitude in market judgment 
is an impossibility, and that anyone who claims ability to 
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EXAMPLES OF OVERDONE SPECULATION 


A—Recent Price Times Average 1936-1939 Earnings Per Share, if any. 
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do the impossible is a liar. So we cheerfully state that we 
have no crystal ball; and we further emphasize that we 
feel very uncertain about that part of the market’s future 
which relates to the end of the war in Europe and the 
subsequent vaguely defined period of reconversion defla- 
tion. Does this mean that in attempting to offer general 
investment counsel in these articles we can only flounder 
and hem and haw? That is a fair question; and we will 
endeavor to answer it. 

To begin with, the great majority of the readers of 
this article are investors, not traders. For that reason 
these analyses never approach the problem from a trading 
point of view. Secondly, it would in any event be imprac- 
ticable for us to offer trading opinions here because there 
are too many possibilities of sudden market change with- 
in the period, even though it averages only about four 
to five days, between the time this is written and the time 
the magazine is delivered to readers. Our endeavor is to 
offer sound—though we know it can’t be infallible—in- 
vestment judgment on the market’s longer-swing poten- 
tials: the longer swings with respect both to duration and 
points in the averages. 

Next, though we feel uncertain about the market pros- 
pect, we are not floundering, nor are we hemming and 
hawing. We have a positive policy. That policy is to be 
bullish on the market when we believe the averages are 
in a general zone attractive for longer-swing stock pur- 
chases; to be bearish on it when we think the averages are 
in an extremely vulnerable zone; to favor reducing com- 
mitments for capital appreciation, but not being entirely 
out of stocks, when we believe the averages have dis- 
counted earnings potentials too far ahead and therefore 
are subject to important reaction, but when, on the other 
hand, we do not yet see the makings of a major collapse 
in prices either in the economic situation or in an ex- 
tremely inflated technical structure. 

On the present market rise we have been following— 
somewhat prematurely as it turned out—the third of these 
three courses of positive market policy. Many people, if 
we may judge by the rush for low-price stocks—the com- 
posite price index of same being up about 245 per cent 
from the 1942 low—feel more and more bullish the higher 
the market goes and the larger the speculative interest as 
indicated by volume. In the case of everything but stocks 


| these same people probably shop carefully and in any 


event would rather buy at low prices than high. 
True, it sometimes pays—for a time—to follow the 
crowd in these psychological market sprees; but any 


—] honest broker will not deny that the financial mortality 


rate is highest of all among customers who are attracted 


ji during such outbursts of speculation, 


The Dow industrial average has to date gone up about 
11 per cent from the reaction low of last April. How- 


* Tever, the majority of present bulls got bullish not in 
| April but in “invasion week” when there was at least a 


plausible technical reason for doing so in that Dow 
Theory “reconfirmed” the bull market when the top level 
of the preceding long trading range—the 1943 high of 
145.82—was penetrated. To date this average has bet- 
tered that 1943 high by less than 5 points or some 3.4 per 
cent. Four weeks ago it stood at 148.92. At the recent 
high it was 150.50, which would certainly seem like slow 
motion. The action of our index of 100 high-price stocks 
—and on an arithmetic basis the group actually is not 
nearly so high in price as you might imagine—is closely 
similar to that of the Dow industrials. The rail average, 
as we write, is less than 1 point higher than it was four 
weeks ago; less than 2 points higher than it was last 
March. 

What we are getting at is this: take the low-price 
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stocks out of this bull market, and there would be prac- 
tically no excitement left in it, very little cheering, no 
unusual crowds of customers in the brokerage board- 
rooms. Now we have nothing against low-price stocks as 
such. We are strong for them—when they are really low- 
priced. We recommended speculative-investment pur- 
chases of numerous low-price selections back in 1942 and 
the forepart of 1943 and we subsequently recommended 
profit-taking at levels which—for such readers as promptly 
followed both buying and selling advices—yielded gains 
which in very few instances were less than 50 per cent 
and which in many ranged up to 100 to 150 per cent. 
At present our index of 100 low-price stocks is up 
about 75 points from its bear market low and is 29 points 
under its 1937 bull market high, when the great majority 
of low-price stocks (as well as most high-priced ones) 
were greatly over-priced on earnings and yield, if any. 
Despite this advanced and increasingly vulnerable posi- 
tion, “the crowd”—which probably wouldn’t bet a dime 
that the Dow industrial average can go up another 5 per 
cent on this move—is so configent of “post-war prospects” 





RECENT LEVELS OF ALL STOCK GROUPS 
AS PERCENTAGE OF 1936 OR 1937 HIGHS 
Oo 25 75 100 125 150 175 200 


FOOD BRANDS 
Air Lines 
Auto. Accessories 
ugar 
Tires & Rubber 
Amusement 
iquor 
Drugs & Toilet Art. 
ulphur 
Automobiles 
airy Products 
hipbuilding 
Food Stores 
Bus Lines 
Soft Drinks 
etroleum 
Mail Order 
Department Stores 
Radio 
Gold Mining 
Chemicals 
Communication 
ontainers 
obacco . 
Investment Trusts 
Agricultural Implements 


50 

















—— 
— 
=f 


Furniture 
usiness Machines 
ariety Stores 

Aircraft 

aper 

Meat Packing 
Textiles 
achinery 


Railroad Equipment 
Finance Companies 
aking 
| Public Utilities 
Steel & Iron 
Construction 
Metals, Non-Ferrous 


Railroads Copper & Brass 


75.100 125 150 











| ——- 4 4 


25 50 
AAT 


175 


200 

















for companies that have low-price stocks that it thinks 
they surely will keep on going up. Why shouldn’t they 
go back to or above the 1937 highs? Look where they 
were in 1929! 

Perhaps you gather that we are not feeling more bull- 
ish. That’s right. We are feeling less bullish and more 
bearish. We think that the actual market, which is not 
by any means pictured by the Dow industrial average, 
is a lot higher than is realized by the considerable num- 
bers of people who do their market thinking only in 
terms of the Dow figures. We are skeptical that there is a 
remaining move—if any—of more than another 5 per 
cent in the Dow, against minimum reaction potential of 
10 per cent. We are skeptical that, at.the outside, this 
rise will carry our low-price stock index more than 10 
per cent higher, against minimum reaction potential of 
20 per cent. 

Divergent group action over the past month looks to 
us much more like a market already in a topping out 
zone—and executing a “behind the scenes” turning move- 
ment by individual groups—than one prepared to main- 
tain a sustained upward push. Out of 43 groups for 
which we keep weekly indexes, only 8 have risen more 
than the composite index of 283 stocks over the past four 
weeks. They are automobiles, automobile accessories, 
radio stocks, public utilities, steel stocks, rails, rail equip- 
ments and non-ferrous metals. They have in this period 
bettered the rise in the composite index by percentages 
ranging from 2 to 8. It is hardly to be expected that so 





83 per cent. These are figures which make us doubt that 
the most favored groups are going to keep on attracting 
more buyers than sellers. 

On the other hand, groups which over the past month 
lost ground in relation to the broad average, which, of 
course, does not mean they went down in price, included 
farm equipments which did 7 per cent poorer than the 
average; amusements, 6 per cent poorer; baking, 8 per 
cent; chemicals, 7 per cent; dairy products, 8 per cent; 
food brands, 7 per cent; liquor, 20 per cent; machinery, f 
6 per cent; mail order, 11 per cent; oils, 17 per cent; soft § 
drinks, 8 per cent; tires, 10 per cent; tobaccos, 8 per cent, 

We believe the seriousness of the coming reconversion 
slump in production, employment and in some com- 
modity prices is now being generally under-estimated. We fixe 
suspect that any material tax reduction is a lot further ff 
off than the optimists are anticipating, regardless of n 
whether or not Mr. Roosevelt is re-elected next Novem- 
ber. We think that for most corporations now paying 
heavy excess profit taxes, the removal of this tax will be 
largely offset—in effect upon earnings—by much lower 
volume after the war and in quite a few cases more than 
offset. We think tax changes are more likely to put em- 
phasis on “giving a break” to new capital investment 
than to existing invested capital. Finally, we have an 
idea that corporate profits on the average will be sub- 
stantially lower than now during the first twelve months 
after the defeat of Germany, despite the tax cushions; 
and that there is not much probability that they will fg 
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small a minority of groups can “keep the ball rolling’ be any higher than now, if as high, during the second : 
very long. Note that 3 of the 8 are “late-mover” groups— year after defeat of Germany. 
steels, metals and rail equipments. Note that in another Translating all of this into what to do now: we advise 
—rails—technical action of most individual stocks looks investors whose market objective is capital appreciation A 
increasingly dubious. Taking a brief look at some of the to get their speculative-investment position (which nat 
others, the auto group index is now at 100 per cent of its urally excludes any backlog of safety-first income invest 
1937 high, the auto accessory index at 121 per cent, the ments) on at least a 50 per cent cash basis, if they have 
radio stocks (see bar chart accompanying this article) at not already done so. Monday, July 17 
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W: hear much these days of the desirability if not 
- | social necessity of maintaining fullest possible post-war 
employment but significantly, most discussions dealing 
with this controversial and intricate problem have rela- 
tively little to say about the more practical aspects of 
*| | such a goal. This is only natural. 
While there is no limit to academic discussion, any- 
: one trying to search deeper in the realm of practical pos- 
sibilities finds himself running up against the almost 
insuperable handicap of lack of adequate or concrete 
-+ | data wherewith to fortify his case. This deplorable ex- 
perience detracts a good deal from the value and pre- 
|] cision of any sort of peering into the future, theoretical 
or otherwise. Still, it is normal human nature to specu- 
|] late about what’s lying ahead and even if inconclusive, 
|} such speculation or tentative evaluation is not without 
usefulness and certain rewards. 
S Thus while fully realizing the limitations which nec- 
essarily must attach to any bind of long-range appraisal, 
I am nevertheless tempted to look into some of the more 
practical problems of full post-war employment. More 
particularly, I am trying to examine realistically, despite 
the maze of intangibles that must be coped with, into 
the prospective future relationship between national in- 
— | come and industrial capacity, traditionally a close one. 
The most frequent assumption is that not only has 
war-time expansion of our productive plan created the 
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facilities for continuing after the war economic activity 
on a level sufficiently high to provide full employment, 
if properly used, but concern about actual over-capacity 
is often expressed. While it is difficult to prove or dis- 
prove categorically either of these assumptions, I should 
like to introduce a third point. Is our industrial plant 
sufficient to permit realization of our dream of high-level 
post-war production and employment, or may it turn out 
an impassable bottleneck to the attainment of this hope? 

The idea is by no means far-fetched. We know that 
under-capacity exists in a good many consumer goods 
industries, in the light of potential post-war demand. 
What with prevailing ambitious post-war aspirations in 
the field of employment, we cannot take it for granted, 
on mere surface indications, that the war has forced over- 
investment in capital goods industries. Whatever the 
answer, which cannot possibly be definite, the findings 
should be useful if only in guiding our thinking into 
channels which may well become main streams of think- 
ing and planning as the future unfolds. 

No one will deny that in the past there always existed 
a rather closer relationship between industrial produc- 
tion and national income, between output of basic capi- 
tal goods industries and total industrial production. The 
war and the abnormal trends it engendered forced some 
important changes but barring evidence to the contrary 
not now in sight, re-establishment of these relationships, 
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with the return to peace, must be viewed as a proba- 
bility. 

Take steel, for instance, a basic product in peace and 
war. The appended chart clearly shows the close rela- 
tionship between steel output and national income up 
till 1941 when, under the impact of war conditions, this 
relationship for the first time in years was seriously dis- 
turbed. Steel output flattened out, on the chart, just 
below peak capacity levels but national income con- 
tinued to soar. The reasons for this divorce are fairly 
obvious. They are found in the great income boost 
arising from overtime wages, in income payments to mil- 
lions of persons not engaged in production, such as mem- 
bers of our armed forces, in the fact that in war-time 
manufacture we spend a good many more man-hours per 
ton of war goods than we normally spend for peace 
goods. This explains why national income rose further 
while basic steel output remained virtually stationary. 
It was possible for us to have, in 1943, a national income 
of some $148 billion with a steel production of only 88.8 
million tons while in 1940, for instance, steel output of 
66.9 million tons was accompanied by a national income 
of $77.3 billion. 

Leaving aside national income, always a somewhat 
unreliable indicator due to a variety of reasons, if we 
base our premise on national gross product, we find the 
following relationships: Last year, we had a gross na- 
tional product of about $185 billion (resulting in income 
payments of $142 billion) with a steel production of 88.8 
million tons. In 1940, the gross product was $97.1 bil- 
lion, with steel output 66.9 million tons. Hence on basis 
of 1940 relationships, if these had continued, the 1943 
gross product would have called for steel output of over 
120 million tons compared with present steel making 
capacity of only 94 million tons. The pre-war record 
thus raises the question whether anything approaching 
current high production and employment can be main- 
tained after the war without an expansion of existing 
steel capacity. 

The, on the surface, astounding showing of the record 
is actually not hard to explain. First of all, our 1943 
national gross product is valued at 1943 prices, consid- 
erably inflated above 1940 price levels. Secondly, it has 
been established that steel forms a smaller part of the 
total cost of war goods than of the civilian goods they 
have displaced. War goods, of course, make up a large 
percentage of last year’s national product. The point 
is important, in fact seems to argue mightily for the pos- 
sibility that steel capacity might not be adequate for 
high level peace-time production and employment. As 
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to the price factor, this can be corrected without de- 
cisively changing the picture. In terms of pre-war dol- 
lars, little differing in value from 1940 dollars, 1943 
national gross product would amount to $155.3 billion. 
Based on pre-war relationships, this would still have 
called for steel output of some 110 million tons, a good 
15% above present capacity. The point is that it did 
not, for reasons already stated, though a number of other 
elements no doubt were also responsible. 

What it all amounts to is that the answer to our central 
question depends primarily on post-war demand trends 
and how large may be their emphasis on durable goods 
as far as steel is concerned. Since we cannot possibly 
evaluate with accuracy unknown demand factors and a 
good many unforeseeable intangibles, the answer is most 
difficult but the basic fact remains: Whatever economic 
activity we shall have after the war will essentially de- 
velop from existing needs, purchasing power and our 
ability to supply. All exist in large measure. Still with- 
in the overall outlook, group trends in the prospective 
consumption picture will importantly, if not mainly, 
determine the answer. 

Whether we shall have sufficient steel capacity for 
full employment may, among other things, be deter- 
mined by popular preference in post-war spending, by 
the public spending mentality which in turn is largely 
determined by the degree of economic security and the 
general economic climate as it affects business and indi- 
viduals. A good peace year has always required an 
enormous amount of steel, far more, relatively, than an 
equal volume of war production would consume. While 
war is a voracious consumer of metal, it is not only steel 
that goes down its insatiable maw but also in large 
quantities aluminum, magnesium, copper and other 
metals, in addition to lumber, rubber, fibers and other 
raw materials. For this reason and because civilian steel 
use was sharply curtailed, we were able to get along with 
our present steel capacity though at times the strain was 
terrific. 


Steel Capacity Insufficient? 


Given pre-war relationships and consumption trends, 
it appears a valid theoretical assumption that a post-wat 
national product equivalent to last year’s—even on basis 
of pre-war dollars, will call for considerably more steel 
than we actually used in 1943, more in fact than we 
have the capacity to make. Will this assumption hold 
good in the face of actualities?> This no one can sav 
and it would be absurd to insist on it. But it is an 
interesting possibility and as such deserves attention. So 
do consumption trends as they begin to develop with 
partial reconversion, for they hold the answer. 

If, for example, popular demand should greatly con- 
centrate on new homes (using relatively little steel), and 
far less than currently expected on new automobiles 
(using much steel), we might well experience high em- 
ployment and aggregate production and yet require 
relatively low steel output to satisfy demand. If on the 
other hand public buying should center importantly on 
pre-fabricated housing (made from steel); if automobile 
demand should live up to our most optimistic expecta- 
tions; if other durable consumer goods demand such as 
for appliances should continue high for several years; if 
export demand, as it well may, should remain far above 
pre-war levels; then we may easily find ourselves short of 
steel] making capacity despite the war-time expansion 
which was undertaken. 

On the other hand, if post-war policies aiming at high 
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level employment are shaped along lines of wider dis- 
tribution of income, the probable effect would be high 
consumption of food and clothing among the “lower 
third” of our population. This would work against 
heavy steel use on a wide front, both directly and indi- 
rectly. In such an event, steel capacity would not only 
be fully adequate but probably continue excessive. 
Much the same, of course, applies to industrial capaci- 
ty as a whole though this opens an immeasurably wider 
field which can hardly be discussed fully within the scope 
of this article. High industrial activity, and as a corol- 
lary high steel activity, would naturally mean boom 
conditions in most other capital goods industries in- 
cluding machinery and heavy equipment, chemicals, en- 
gineering construction and railroad transportation, to 
mention just a few outstanding prospects. In these in- 
dustries, however, conditions and economic relationships 
are often not quite the same as in the steel industry which 
after all is more basic in character than any of the others. 


Post-War Consumption Estimates 


For a realistic look ahead on the problem of steel con- 
sumption and full employment, it is important to know 
just which industries are likely to use how much steel. 
A breakdown of steel use, over a number of years, is 
available but none too accurate and thus affords no more 
than rather general indications. Another point to bear 
in mind is that any calculation of this sort should not 
be based on present steel capacity of some g4 million 
tons. 

Consumption of steel in good post-war years is pre- 
dicted in steel quarters as likely to range between 65 
and 70 million tons, the latter figure exceeding actual use 
in any past peace-time year, and would represent an 
operating rate of about 70% to 75% of present theo- 
retical capacity. With the end of the war, the latter will 
decline automatically by virtue of retirement of marginal 
and uneconomical units representing some 10% of the 
total. With their elimination, there would remain about 
85 million tons of ingot capacity a year, leaving a gap 
of about 15 million tons between usable capacity and 
expected demand. This entirely realistic calculation 
certainly seems to leave little room for possible under- 
capacity developing; this is solely contingent on “expect- 
ed demand.” Here of course we can only deal with 
conjecture. 


as 20 millon tons annually without considering the po- 
tentialities of pre-fabricated housing, still somewhat ob- 
scure. For those not gifted with second sight, it is 
naturally difficult to arrive at accurate estimates of post- 
war housing and building prospects. Guesses—they are 
no more than that, range all the way from 300,000 to 
2,000,000 new homes expected to be built annually for 
a sustained period. 

Everyone seems agreed on the excellent prospects of 
the automotive industry, with deferred demand estimated 
at some 12 million passenger automobiles and a large 
volume of replacement parts. In 1940, the industry re- 
quired 7.18 million tons of steel to turn out some 4.49 
million automobiles. With peak annual post-war out- 
put estimated at 6 million vehicles, steel consumption of 
the automotive industry could easily rise to some 12 mil- 
lion tons during the period of greatest activity. 

In other important fields such as railroad maintenance, 
agriculture, the container industry, highway building, 
the oil industry, and especially the export field, sizable 
percentage gains are envisaged. Exports of steel last year 
already accounted for 13.8% of steel consumption and 
for a time after the war should at least run equally high, 
probably higher, in view of great prospective demand 
abroad for reconstruction and rehabilitation. More fa- 
vorable competitive conditions should enhance this 
prospect. 

Considering the promising over-all outlook, post-war 
steel consumption in the aggregate may well for a time 
continue close to the present peak level, yet may produce 
a smaller national income for reasons stated earlier in 
this article. Similarly, we may witness a contraction of 
the spread between national product and national in- 
come, that is fairly high employment but relatively lower 
income payments to wage earners. 

In the last analysis, it may depend on post-war social 
and economic policy almost exclusively whether steel 
capacity, and for that matter general industrial capacity, 
will or will not be adequate inasmuch as such policy is 
likely to become the final arbiter of demand trends and 
demand intensity, and thereby the principal determinant 
of steel consumption and production needs. 

These policies are nowhere near crystallization and 
therefore it would be premature, to say the least, to at- 
tempt a definite answer to our central question. The 
complex of production-con- (Please turn to page 432) 





A good many steel companies in sur- 
veying their potential post-war markets 
are sanguine in their hope that these 
markets will not be too small for their 
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plant facilities though naturally they do = 


not pretend to be sure about it. Some 
cheerful thinking is being done about 
housing, indicative of aggressive op- 15 





timism but also the source of consider- 
able disagreement as to actual prospects. 
Steel men count on great post-war strides 








in the use of pre-fabricated steel housing, 
expecting a far greater percentage of 
steel use for building generally than be- 
fore the war when the entire construc- 
tion industry (in 1940) consumed some 
10.8% of annual steel production of 
66.9 million tons. Peak percentage was 
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19% in 1930, and the war-time peak was 
14.3% in 1942. With deferred housing 
needs what they are, or at least seem to 
be, expectations for post-war run as high 
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Iintra-City transportation is receivng the attention of 
furrow-browed experts in War Production Board and the 
Office of Defense Transportation. It’s breaking down be- 
cause private automobiles are going of the streets at the 
rate of almost 150,000 monthly. And the rate of break- 
down and wear-out will skyrocket when the rigors of the 
next winter are met. Many of the cars are overage; all 





Washington Sées: 


Henry A. Wallace's “era of the Pacific” is an 
old story to searchers over the horizon for new 
trade and economic fields but while other fore- 
casts failed to materialize there is hope that the 
Wallace prediction may come true eventually. 
John Hay's open door policy was predicated 
upon the trade potential in the Far East. Wil- 
liam McKinley saw in the acquisition of the 
Philippines the makings of a midway station for 
merchant ships plying the Pacific in both direc- 
tions. 

The passage of time has served to brighten 
the picture. Geographical and technological 
expansion has helped the standard of living in 
China and Soviet Asia but that standard still 
remains very low. Most forecasts of markets in 
Asia have rested too heavily upon the fact of 
teeming populations rather than the all-impor- 
tant factor of purchasing power. Wallace 
viewed China through the eyes of an agricul- 
turalist, noted the fact that it is essentially a 
farm country and visualized a field for farm 
machinery. But China's farms while numerous 
are individually small, and their operators usual- 
ly are single henitiies drawing their sustenance 
from their own soil. They have neither enough 
land, nor the money to purchase machinery. The 
cooperative idea is catching on, however, and 
in that fact lies the hope of success. Yet it is 
hard to see any big volume of American ene 
to China unless a sound basis for long-term loans 
by us can be worked out. 











By E.K.T. 


are subject to mechanical failure and there aren’t enough 
mechanics in civilian life to service them A “holiday” in 
military car manufacture to permit turnout of pleas- 
ure cars is the answer—but not the one WPB and ODT 
want. 


Post-War Housing needs will run upwards of two million 
dwelling units each year for the first five years and private 
enterprise will be given the opportunity to fill the need 
before Government low-cost housing gets its second try. 
But the latter is inevitable because dwellings built on the 
competitive market are beyond the reach of too many 
would-be purchasers. The Federal Housing Administra- 
tion is making its plans with a view to early union of the 
two methods—some private financed but Government- 
aided, some built entirely with public funds and made 
available for purchase on co-op plans. In the building 
industry there is no reconversion problem. Private and 
public construction will start quickly when labor and 
materials become available. It will make several million 
jobs. 


Agriculture is moving merrily along with a twenty bil- 
lion dollar annual income, against nine billions in 1939, 
but there are sharp curves ahead unless the foreign mar- 
ket proves the bonanza some farm leaders predict it will 
be. Shadows of the period just after World War I are 
falling over the farms. Food and fibre will bring 
about 10 per cent more this year than last—largely as a 
result of the compromise Bankhead Amendment which 
has upped cotton ceilings and price support which under- 
lies more major crops. The farm prosperity comes with 
and relies on fattened war-worker pay envelopes. If the 
thinning is too abrupt or too drastic, red auction flags 
will come out. 


Apprehension is growing in the Capital that the “good 
neighbor” policy of industrializing the Americas to the 
south may be working too well; that the United States is 
buying itself out of the very market it has been expend- 
ing dollars and hand-clasps to build. Studies are being 
made of the growth, and the future of industry in South 
America and the Latins have become wary. Official as- 
surances from them extend only to the assertion that no 
competition in the world market is planned, that only 
local supply is projected. But it is the local market that 
this Nation has been eyeing. 
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While argument rages on the issue of production for the 
home front versus production for the military, evidence is piling 
up that more than the "go" signal and the release of basic 
materials will be needed to effect the transition from war con- 
tracts to civilian services. 


The cotton textile industry is cited as an important 
example. There an abundance of raw materials exists but the man- 


power problem coming in the wake of war cannot readily be solved. 
In that situation, the dipping spiral of military demand and the 


rising curve of service to civilian needs will cross at a very low 
point. 


























In some industries Government planners look to a crossing 
of lines high on the graph. Those are the cases where the item of 


production has changed little or not at all and the change boils 
down to switching consignees when the Government pulls out. 


It is clear that the peak of overall wartime production has been passed. 
From this point on the output generally will trend downward. Drop in factory 














employment indices is convincing on this point. 





The ideal situation (which WPB regrets is a theoretical one for the 
most part) is where the cutback releasing workers comes at the time and place 








where raw materials for civilian output are available. There will be some, not 





many, Of those happy combinations. 

Reltocaion of war workers could provide a solution. But difficult as 
that innovation would be in wartime, it is seen as a practical impossibility 
in peacetime. And it is in peacetime that the problem will become acute. 

Stacks of petitions are piling up in congressional committee files for 
a 22nd Amendment limiting maximum tax rates on incomes, estates and gifts to 

















25 per cent, but the outlook for such an Amendment is definitely negative. 


Taxpayer "associations" have inspired the move which has caught on in 
important quarters. For instance 14 state legislatures have urged it-—-only 














about one-third of the number necessary for ratification, but a respectable 
showing. 

The Treasury has become alarmed to the extent of entering the lists 
with a formal rejoinder to the claims of tax limitation advocates. On record 
for tax cuts and equalization, the Government nevertheless finds a dangerous 
lack of elasticity in so binding a provision. 


Immediate limitation to a 25 per cent levy would cause a six billion 
dollar drop in current revenue. That doesn't take into consideration post-war 
automatic slash in wartime excise taxes and numerous other factors. The over-— 
all cut in Treasury receipts through such an implement as the Amendment would 
fashion would mean reduction of 15 billion dollars annually, to a new total of 
25 billions. 


Over-optimism is cropping up again to bedevil Washington. From Presi- 


dent Roosevelt on down a campaign is afoot to block the return to what long was 
called "complacency." Even on the planned reduced scale, some war production 


is not up to expectation. 


The rubber situation is an especially weak point. It stands now at 


16 per cent below the manufacturers' estimate, which in itself wasn't high 
enough. Trucks, especially heavy duty vehicles, aren't rolling out fast enough, 


aircraft is off, bombs are being turned out in amounts 50,000 tons monthly less 
than the War Department calls minimum need. 


Newspaper headlines cannot be translated into lack of industrial and 
financial support of the war effort without tragic results, warns the President. 


Saipan was costly in men and material; so was Normandy. So is the Italian 
campaign. 
























































JULY 22, 1944 389 














Gen. De Gaulle's visit to Washington was taken to mean that the day of 
restoration of friendly, and trade, relations with France has been hastened. 


In diplomatic practice, foreign dignitaries are not invited here until abundant 
spade work has been done and successful results virtually assured. 








The General's triumphant return to his homeland several weeks ago 
opened Washington eyes. Doubt that he speaks for his country, not merely a 
segment of it, was erased. His non-cooperative attitude of an earlier day is 
being written off as the protest of one who had been "pushed around" too much. 














His visit to Washington was, officially, to confer with the President. 
Actually he was cornered here by representatives of administrative agencies 
concerned with international trade more than he was consulted on diplomatic 
issues. 











Examined in the better perspective which passage of time permits, the 
Administration's fight with Sewell Avery of mail order fame looks more and more 
like a White House victory. That isn't only New Deal appraisal. It was 


significantly hinted by a little-noticed action by the Republican publicity 
offices. 











Heralded as a crushing piece of campaign literature, the release of a 
picture showing Avery being carried out of his office by two soldiers has been 
withdrawn. No profound knowledge of mass psychology was needed to realize 
there are many more employees than employers. The former group chuckled. 











Indication is that John L. Lewis will squeeze through the pending 
challenge to his dictatorship over the United Mine Workers but he'll carry 
wounds that will prove fatal to his long reign. The drive against him was late 


in starting, lacks the organization and the money to bring cohesion to it for 
an early win. 











Lewis is far from the man who rallied organized labor behind F DR in 
1932. He's weaker, politically, than he was four years ago when he led an 
abortive attempt to deliver labor's vote to Willkie. 











His "former friends" in the C I O are doing well with their Committee 
for Political Action-——but not in the direction he would have led them. The AFL 
branch of labor has turned thumbs down on him, pulled in the welcome mat when 
he sought to return to the family. 














Railroads for the first time since the outbreak of the war are under 
Government operation so far as passenger traffic is concerned and no one can 
object to it. Movement of the returning injured soldiers has caused 0 DT to 


issue an order that space may be cancelled, civilian passengers discharged 
before reaching their destination, equipment shifted, schedules abandoned. 











On the economic side that means expanded business dealings with the 
Government. Heretofore those arrangements concerned freight almost exclusively. 
And post-audits of freight bills will not be completed for a decade. That 
means 10 years in which the roads will not be certain what is their debtor- 
creditor relationship with the Treasury. 

















Low-cost wearing apparel manufacturers may look for rationing this 
winter if the WPB-encouraged three-months campaign to replenish shelves of 
clothing stores is not a complete success. The fact that producers' facilities 


were taken over in toto, in many centers, is the prime factor in the squeeze. 
But regardless of the cause, the results have become obvious and the rationing 


rules have been drawn in readiness for possible——probable——use. 
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FINANCING MACHINERY NEEDED TO 
BOLSTER OUR ECONOMY VIA FOREIGN TRADE 


BY JOHN DANA 


[nternaTIonaL trade is not and never has been 
an end in itself. It is a means to an end. That end is 
steady employment at remunerative work yielding the 
highest possible standard of living and as such it is a 
primary goal at which economic policy must aim. 

Never will this be more true than after this war when 
the world must settle down to the task of reconstruction 
and of seeking a high level of productive employment. 
It is an international problem, for no country can solve 
its own problems unless the international conditions are 
created in which national solutions become possible. 
Self-interest of course is the only realistic basis of inter- 
national cooperation, but enlightened self-interest will 
make such cooperation really effective. 

Our great post-war problem, in a nutshell, is this: The 
leading industrial countries and the major agricultural 
exporting nations are now geared to outputs which can 
be absorbed only by a peaceful world of expanding trade 
and rising living standards. But there is hardly any pos- 
sibility of utilizing this great productive capacity unless 
the channels of international trade are opened and kept 
open. To maintain an adequate flow of commerce is 
certainly not a question of demand. No one can deny 
that world needs after the war will be fantastically large. 
The destruction on the European continent will be writ- 
ten not in billions but in hundreds of billons of dollars. 
Everywhere a tremendous vacuum will exist that some- 
how will have to be filled in the years to come. 

By virtue of our economic strength, our’s will be a 
major role in this enormous task; how we fulfill it will 
have a most incisive bearing not only on prosperity, or 
lack of it, at home and abroad but on the character of 
the future economy—complementary or competitive, 
friendly or unfriendly to our own concepts—of vast and 
important regions of the world. In view of this, it would 
be folly to say that this is no concern of ours; it is, very 
much so. 

At first, however, we shall have to deal with a crucial 
problem, namely, how we are to receive payment from 
abroad for the goods and services we will sell. This re- 
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quires realistic and purposeful planning and decision; 
makeshift methods, as the past has proved, will never do. 
After the First World War, we refused to tackle the 
problem in a spirit of realism, with disastrous effects on 
our pocketbooks; we cannot afford to repeat that experi- 
ence, on an immeasurably larger scale. 

As it is, post-war financial problems cannot be sepa- 
rated from those of the war itself. They represent an 
outgrowth of the war situation and hence are more or 
less inseparable. Just as we are extending financial aid 
to foreign nations during the course of war, in further- 
ance of our own interests, so we must be prepared to 
continue this aid in the post-war period. But we must 
bear in mind, in doing so, that our ability to extend 
credits is certainly not an unlimited one, just as the 
ability of borrowing nations to repay is not unlimited. 
This simple fact forms the crux of the problem, together 
with realization that the world cannot recover without 
our active help, that we ourselves cannot have prosperity 
unless we are prepared to foster prosperity abroad. The 
world has become too small, economies too interdepend- 
ent for any country to “go it alone” and prosper. On 
the other hand, we cannot enrich ourselves in the long 
run by giving away our goods indefinitely. 

Planned expansion of international trade hence be- 
comes a basic and indispensable requirement; financing 
it, a crucial problem. Both are closely interrelated. What 
can we do about it, or rather what should we do about it? 

In a sense, it is a fortunate circumstance that with the 
war’s end, the world can start out with a practically 
clean slate. To a greater extent than in any other period 
in history, the production systems throughout the world 
will be in a fluid state. In Europe, particularly, the eco- 
nomic system will have been so completely disrupted 
that the reconstruction virtually means starting anew to 
create an economic order. In other words, we can build 
from the bottom up, largely unhampered by pre-war 
precedent and hidebound custom which in the past has 
so frequently formed a stumbling block on the road to 
real progress. With vision and cooperation, this no 


391 








LATIN AMERICA 
GOLD AND FOREIGN EXCHANCE RESERVES 


2 





BILLION DOLLARS 
N 











1939 1942 1943 








doubt will simplify the problem of regenerating inter- 
national commerce along orderly lines but it still leaves 
us, and the world, to cope with the tremendous difficul- 
ties arising in the financial sphere. While the will to 
create an orderly pattern exists everywhere, this cannot 
be said regarding the means to do so, nor is there unan- 
imity as to which road should be traveled to arrive at 
practical solutions. 

The difficulties encountered at the United Nations 
Monetary Conference at Bretton Woods, N. H., clearly 
reflect this. What we witness there is not merely dis- 
cussion of a plan for monetary stabilization or creation 
of a world bank. What is really up for decision is 
whether most of the world after the war can decide to 
revert to the pre-war form of private capitalism and 
relatively free enterprise, something that can only be 
done with large-scale financial aid of the U. S. The 
alternative would be to try to get along without this aid, 
to resort to a planned and tightly managed economy in 
order to work out the difficult problems that come with 
peace. 

Officially, we favor the former course, fully realizing 
our tremendous stake in whatever will finally be decided, 
though vast segments of our people including important 
business and congressional quarters hold grave doubt 
whether it will actually work, or work to our ultimate 
advantage. This course implies that we take over from 
Britain her former role as world banker, that we formu- 
late constructive financial and economic policies without 
which no such scheme could work. It would require 
stable currencies, measures facilitating employment of 
investment capital and aid in sound development of 
resources and industries abroad to bring about higher 
living standards and raise the ability of such countries to 
purchase our exports. Above all, it would mean far- 
reaching financial help in the immediate post-war period 
to tide the world over the trying period of adjustment 
and reorientation, and create the foundation for sound 
long-range economies. 

It is a tall order, to be sure, and the price will be heavy 
but it is a price we shall have to pay if we want stability 
and prosperity at home beyond the immediate post-war 
replacement boom. While the conversations at Bretton 
Woods are distinctly long-range, their immediate im- 
portance lies in the fact that their outcome should afford 
definite clues as to our own attitude and that of the 
other nations, and indication whether there shall be co- 
operation or temporizing, or whether the world must 
travel separate roads in attempting post-war economic 
salvation. 
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Considering the divided counsels prevailing at home, 
it is not greatly surprising that foreign nations are skep- 
tical of our willingness to make the admittedly heavy 
sacrifices indispensable for success, not only in money 
but in radical departure from former economic concepts 
such as tariff revisions drastic enough to enable other 
countries to earn the dollars to balance their trade ac- 
counts, pay off their dollar debts and generally make 
economic progress. In other words, they would like to 
be sure before committing themselves to a course of 
action which even at best they are hesitant to follow. On 
the other hand, in the light of previous experiences, 
those among us counselling caution can hardly be blamed 
for their reluctance to acquiesce in a course that, should 
anything go wrong, as it easily might, would portend 
almost certain repetition of these deplorable experiences. 

At any rate, the bargaining is on and we are holding 
important ace cards. While our’s is a great stake in avoid- 
ing a world divided, economically, we also have great 
incentives to offer, most important whereof is access to 
our rich home market and free and easy entry to our 
capital market. Since both are virtually indispensable 
for recovery of most war-impoverished nations abroad, 
especially Britain, these considerations will weigh heavily 
in the scales. In spite of this, it is impossible at this time 
to predict with certainty how the bargaining will end. 
Results of the Bretton Woods conference will hardly be 
fully conclusive, and in all probability we must look to 
future conversations for final achievements. Meanwhile 
the central problem remains and it must be dealt with 
somehow, if only in preparatory fashion. 


Immediate and Longer Range Problems 


How long it will take after the war to establish reason- 
able order in international trade and finance, no one 
can say. In the meantime, we must expect business to 
be conducted somewhat on the present emergency basis 
with Government controls in force as necessity dictates. 
In the financial sphere, this may be all to the good, for 
the financial problems ahead will be such that private 
enterprise will hardly be able to deal with them. Still it 
would be fallacious to assume that there will be no buy- 
ing power left abroad. There is a good deal, but in 
many instances it will be far from sufficient to meet the 
needs that will arise. According to latest estimates, 
liquid assets held in this country by European nations 
and available for post-war purchases may run as high as 
$10 billon, a sizable chunk but probably very inadequate 
when one considers the vast needs for rehabilitation. 
The damage done to the industrial and economic life 
during the First World War was extremely small com- 
pared with today—yet in the first peace year, Europe im- 
ported over $20 billion worth of goods, badly needed. It 
should give us a very rough idea of the mountainous de- 
mand to be expected after the second world conflict. 

With foreign buying power relatively minimal to re- 
start economic activity—many nations will have none 
whatsoever—it becomes obvious that our financial aid 
must be large-scale to be really helpful. To grant it 
adequately and efficiently may be just as important as to 
grant it at all; it may well call for bold action. But 
there are some basic principles which must be considered 
in the development of sound financing policies. 

There should be, first of all, careful distinction be- 
tween gifts and loans, between the financial aid we ex. 
tend to relieve human suffering and for which we expect 
no repayment and the aid we extend for commercially 
productive purposes for which we do expect repayment. 
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Post-war loans, as opposed to relief grants, should be 
made only for definite projects of economic merit and 
tailored to fit particular borrowing needs with prefer- 
ence to loans, proceeds of which will be utilized to in- 
crease the export potential of the borrowing nation. 
Moreover, there should be no repetition of the mistake 
of the "Twenties by granting short-term credits to finance 
long-term needs, invariably leading to severe subsequent 
difficulties in repayment. 

So far as possible, trade credits of a short-term, self- 
liquidating nature should be supplied by commercial 
banks, though perhaps under official supervison at first 
to avoid overextension. 

Another type of credit demand will be loans for eco- 
nomic rehabilitation, to assist foreign nations in build- 
ing up inventories of industrial raw materials to restart 
industries, to repair public services and public works. 
Such credits are closely related to relief activities inas- 
much as they enable such countries to resume their 
normal economic life and become self-supporting. But 
not all will need to borrow abroad for such purposes; 
those with liquid assets in the U. S. will no doubt imme- 
diately apply the bulk of them to this very purpose. To 
the extent that foreign nations must rely on our assist- 
ance to finance working capital needs and for recon- 
struction of plant and equipment, private lending will 
hardly suffice. Nor will it, for that matter, for purposes 
of further economic development, to expand capital 
equipment. In some cases, capital expansion may be 
brought about by direct investments on the part of 
American individuals or corporations, a very desirable 
type of capital export, but in many others, the assistance 
of our Government will be required, even desired, 
financing capital development abroad. 


Bulk of Needs for Capital Reconstruction 


The disturbing fact is that the bulk of initial needs 
abroad will be exactly of that type, that is for capital 
reconstruction. These are productive investments but 
they are productive only in the sense that they are useful. 
For the most part, they do not create exportable prod- 
ucts, and those that do, for a time at least, will hardly 
create exportable surpluses and transferable funds. In 
other words, such borrowing cannot begin to pay until 
a country’s industries have sufficiently recovered so that 
they can produce goods for export. 

In such circumstances, private enterprise cannot as- 
sume the financing risk, nor is it likely to aspire to such 
a role. What is needed is the intervention and help of 
official bodies authorized and equipped to handle such 
situations. One such institution, the Export-Import 
Bank, has operated successfully in the past along similar 
lines. The experience it obtained in granting long-term 
credits abroad should prove invaluable in meeting simi- 
lar needs in the post-war era. 

The materials and equipment required for rehabili- 
tation and reconstruction abroad will frequently be ot 
the kind of which we shall have tremendous surpluses 
when the war is over. At home, the existence of such 
surpluses would have a depressing effect on markets and 
production, and foreign outlets will be a godsend. Such 
transactions, of course, will be in the nature of surplus 
liquidation, posing a collection problem rather than a 
financing problem. The latter will arise with a ven- 
geance when it comes to foreign purchases of new capital 
equipment for which potential demand will be enor- 
mous. 

This problem is already a live one. Illustrative of 
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situations we may have to deal with in increasing num- 
bers are current efforts of Soviet Russia to place large 
orders for heavy equipment. Russia for months has 
been negotiating for $250 million worth of electrical 
equipment, among other things, for post-war delivery, 
but so far no solution has been found of the financing 
problem. At last report, the deal was still hanging fire. 
The American manufacturer took the matter up with 
bankers and found them cold to the idea of long-term 
financing of Russian business. Now the Russians are 
reported to study the possibility of obtaining lend-lease 
funds, in other words of financing post-war orders with 
war-time lend-lease credits, an idea that is not likely to 
find much favor in our country although presumably 
the Russians would be willing to pay eventually. 

The case may well prove a test case, bringing into 
the open the urgent need for some other financing in- 
strumentality such as a revived and expanded Export- 
Import Bank. In fact, insiders already tip for a greatly 
extended post-war role of the latter, furnishing long-term 
loans and credits of a type that private enterprise would 
be unwilling to grant. Some such idea seems to be in 
official minds when it is pointed out that of the $70 bil- 
lion appropriated for lend-lease, some $30 billion pre- 
sumably will remain unused. The plan apparently is 
to ask Congress to earmark at least $10 billion of the 
unused portion for the Export-Import Bank for long- 
term financing of capital goods, raw materials and even 
manufactures needed for reconstruction and rehabilita- 
tion. 

Obviously, something akin to such a plan must even- 
tuate lest our excellent post-war export prospects evapo- 
rate for sheer lack of suitable financial accommodations. 
That, in turn, could easily mean another depression once 
the replacement boom at home is over, and especially 
severe conditions in our capital goods industries where 
post-war prospects are already greatly circumscribed in 
some cases by war-time overexpansion of productive 
facilities. 

The simple fact is that we cannot wait with our de- 
cisions until the conclusion of trade agreements which at 
best will be slow in materializing. It will be difficult if 
not impossible to get down to brass tacks before the war 
is over. The future of the countries of continental 
Europe, politically and economically, is so obscure that 
it is hardly feasible now to trace for them any pattern 
for foreign trade. Yet we cannot remain idle. We must 
prepare to fill the vacuum by means of suitable arrange- 
ments, to support the world’s economy in cooperation 
with others until it can be (Please turn to page 423) 
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Looking Ahead with Small Business 


BY H. M. TREMAINE 


Tue war has pushed small business and its problems 
into the limelight of public interest as never before, but 
this prominence probably holds little satisfaction for the 
average small businessman. Today, he is thoroughly im- 
mersed in either keeping up with an unaccustomed rush 
of business or desperately trying to hang on and stay open 
—depending on his type of business. And many, especially 
in the manufacturing field, are greatly worried about the 
future, about reconversion and post-war business though 
frequently they have neither the time nor the energy to 
interpret the concern of others as a sign of possible solu- 
tions to come. 

Still, when we stop to consider that the vast majority 
of our private entrepreneurs are in the small business 
class, we can readily realize the urgent need for such solu- 
tions. In the U. S., there are about three million separate 
business establishments, exclusive of agriculture, and 
these may be grouped roughly in four classifications. (1) 
About one million self-employed who work independent- 
ly with no employees. (2) About two million which 
employ fewer than 100 workers each. (3) About 35,000 
which employ between 100 and 1,000 workers. (4) About 
3,300 which employ more than 1,000 workers each. Of 
the total business employment in the U. S., then, roughly 
35% is accounted for by businesses which employ fewer 
than 100 workers each. These simple facts help to demon- 
strate the importance of small-scale enterprise in our na- 
tional economy and the need for encouraging small busi- 
ness after the war. 

Small business, of course, always had certain basic prob- 
lems of its own, though sharing many of them with big 
business. The difference is that the smaller enterprise 
finds them far more difficult to cope with than the better 
founded and stronger concerns. Small business tradition- 
ally suffered not so much from lack of credit but insufh- 
cient capital. Its merchandising techniques are sadly 
neglected, having little money to spend on cost analysis 
and market research. Management skill is often highly 
inadequate. 

Today, new problems peculiar to war-time have pyra- 
mided themselves on top of the general and more basic 
ones. War’s impact on small business has been extremely 
fickle. Some concerns were able to participate in the war 
effort to the limit of their capacity while others were left 
on the sidelines. Thousands have been able to cooperate 
only at the expense of severe hardships. Retail and whole- 
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sale firms had to meet the wholly unfamiliar situation of 
carrying on with sharply restricted allotments of mer- 
chandise and a complete lack in some lines. Small manu- 
facturers often had to cut loose from dealer and distribu- 
tor organizations which they have spent many years, and 
many dollars, in developing. On the whole, small busi- 
ness, both manufacturers and service trades, suffered 
considerably, and more than half a million concerns in 
the U. S. ceased to function between 1941 and 1943 due 
to a variety of war-induced causes. But apart from the 
inconvenience of personal dislocations, this sounds rather 
more formidable than, in the majority of cases, it actually 
was. The bulk of these discontinuances were small service 
establishments such as filling stations, garages, tailor 
shops, etc., whose proprietors and workers were readily 
absorbed by war industry. As a group, small manufac- 
turers no doubt were hit hardest. 

These small concerns at the outbreak of the war did 
not have the resources of capital and credit, or equip- 
ment and manpower that their larger competitors en- 
joyed. War contracts went first to big manufacturers; 
priorities and limitation orders forced the smaller con- 
cerns out of civilian production and without war work 
they faced bankruptcy. Eventually, with the help of the 
Smaller War Plants Corporation, many were able to take 
an active part in the war effort. Some, probably a good 
many, are now near the end of their war contracts; others 
already have idle facilities and ever bigger looms the 
question: When and how can we get back to civilian 
production? 

Financially, war work meant no bonanza for the great 
majority of small businesses. In terms of its relative 
group position at the trough of national income, small 
business has been retrograding. While in 1939, the aggre- 
gate income of non-agricultural proprietors came to about 
10% of total national income, it was only 8% in 1943. 
Similarly, 1943 income of the small business group was 
only 60% greater (largely reflecting higher prices) than 
that of 1939, in contrast with a 216% gain of agricultural 
proprietors. This rather poor showing reflects not only 
the difficulty small business had in adjusting itself to the 
war-time pattern of business but, perhaps more impor- 
tantly, the severe handicaps to growth imposed by the 
excess profits tax on small companies with an inadequate 
capital base and unsatisfactory earnings records. 

Little wonder, then, that everyone agrees enthusiasti- 
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cally that something must be done to “save” small busi- 
ness, the cornerstone of our national economy. The 
theme is always a sure-fire hit for any public speaker, 
whether politician, Government official, social reformer 
or just plain businessman. Right now, it is tremendously 
popular. “The most important single thing we face,” 
said WPB Chairman Donald Nelson recently, “is the 
future and fortune of small business.” 

Proposals for aiding small business are legion. They 
come from individuals, trade associations, Government 
bodies and legislators. Pending in Congress today are 
more than fifty bills which their sponsors claim are to 
help small business. Senate and House each have special 
committees to study small business problems. The 
Department of Commerce, Department of Justice, WPB 
and other Federal agencies have small business units. 
While the re-awakening of this tender concern for the 
small businessman is fairly impressive, he himself should 
avoid becoming over-impressed. A glance at the record 
will explain why. The Commerce Department recently 
made a study of bills introduced in Congress during the 
past ten years which were labeled as designed to help 
smaljl business. It listed 390 such bills. Only 26 of them 
became law. 

Summarized, the problems of general current concern 
to small business include excessive paper work due to 
inounting red tape, taxation, labor and merchandise 
shortages. Manufacturers are worried about their status 
in war contract termination and the outlook for return- 
ing to civilian production. The distributive trades have 
a number of competitive problems, not new but empha- 
sized by the war. Small business along with big business 
is today feeling the results of maximum production and 
full employment, and business is 


ally. The approach to these is necessarily more cautious 
but nevertheless beginning to look very real, at least as 
far as intentions in Government quarters are concerned. 

From the standpoint of national policy, perhaps the 
most important opportunities for positive assistance are 
in the fields of taxation and finance, and much thinking 
and planning is consequently being done along these 
lines. War-time taxation had a more serious impact on 
small business than on large-scale enterprise. Many small 
concerns can readily demonstrate that although their net 
earnings in recent years have been excellent, the accumu- 
lation of satisfactory reserves for post-war re-investment 
will be extremely difficult to achieve. As to finance, the 
main problem is to find needed capital at reasonable cost, 
rather than loans which they could always obtain at a 
price. Too much borrowing and not enough capital, in 
fact, has been the bane of the past. 

In the final analysis, what the small businessman asks 
or needs from Government is a chance to compete on 
equal terms. He wants the anti-trust, patent and fair 
trade practice laws enforced strictly and impartially; he 
wants equal access to capital, to markets, to technological 
improvements and to business information. Given that, 
most small entrepreneurs are confident that they can sur- 
vive, even prosper, without the help of a Government 
crutch. Will they get what they want? As it looks now, 
prospects are that they will, or at least that a good many 
of their demands will be met. 

Among the measures pending in Congress, perhaps the 
most outstanding and comprehensive is the “Small Busi- 
ness Bill of 1944” introduced last May by Senator Murray 
of Montana. It is, in a sense, a companion measure of 
the Act creating the Smaller War Plants Corporation. 
Aim of the latter was to make it 


























good in most instances. But ahead PERCENTAGE SHARES OF TOTAL EARNINGS possible for small business to co- 
lies the reconversion period, and if (Corporations with net income only) operate in war production; aim of 
we are to realize our goal of highest Smallest Next Largest the new measure is to facilitate its 
possible productive employment, 75 per 20 per 5 per return to peace-time activities, deal 
small business must be in stable cent of cent of cent of positively with transitional prob- 
condition. — — — lems and keep it healthy and com- 
Recognition of this necessity is 1918...... 6.03 14.37 79.60 petitive after the war. A _ large 
the mainspring behind virtually 1919....... 7.01 1626 76,73 order, indeed. 
every move to encourage small 1920....... 5.77 bee od Lip The new bill would extend the 
enterprise, though the desire to "9 ee be a life of the Smaller War Plants Cor- 
counteract the growing concentra- 1993....... 5.98 1644 78.98 poration to July, 1947, to cover the 
tion of business and industry is 1924....... 5.52 16.06 78.42 expected reconversion period, and 
another important motive. Funda- a pe bee Bip its name would be changed to 
mentally, the close attention small 1997....... 4.66 14.63 80.71 Smaller Business Corporation, a sig- 
business is receiving is a healthy 1998....... 4.43 13.03 89.54 || nificant change indicative of its 
sign. The question is what can be 1929....... 3.97 11.69 84.34 contemplated permanency. More- 
done and what is being done? Con- a py beg a over, capitalization would be in- 
crete accomplishments, so far, have 1939....... 2.71 10.70 86.59 creased from $150 million to a cool 
been few but with so many friends 1933....... 308 13.10 83.82 $1 billion. The corporation would 
at court, it is a safe bet that at least 1934....... 3.70 14.77 81.53 be the Government agency respon- 
some really helpful measures will Lil ‘ ap beg. pie sible for representing small business 
eventuate. 1937....... 3.07 11.58 85.35 interests in Government affairs gen- 
Obstacles to small business may 1938....... 3.52 12.05 84.43 erally and particularly in connection 
be divided into those which will 1939....... 340 12.11 84.49 with the allocation of materials and 
arise with transition and those of 





longer term nature. As to the former, three main prob- 
lems stand out. They are: (1) To what extent must plant 
and equipment be altered in the reconversion period? 
(2) Where will equity capital be obtained for this pur- 
pose? (3) Will present war contracts be terminated 
promptly? As we shall see later, these problems are fully 
recognized and steps are being taken to meet them. 
Longer term obstacles, many basic and all complex, have 
to do with monopolistic business practices, cartels, pat- 
ents, trade barriers and restrictions on enterprise gener- 
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equipment for reconversion. 
Specifically, the Smaller Business Corporation would 
be authorized to insure loans made by banks for recon- 
version of war-active small enterprises and for re-estab- 
lishment of those which were forced to discontinue owing 
to war conditions. These financial provisions are, more- 
over, designed to enable small business to obtain on fair 
terms a proper share of the estimated $75, billion of sur- 
plus war property. The bill would further give small 
business a fair opportunity to participate in the use of 
the new industrial techniques (Please turn to page 427) 
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Reconversion and transition to a peace economy 
in the popular mind is frequently regarded as a period 
characterized by a temporary recessionary trend all along 
the line of economic and industrial activity. Yet nothing 
could be farther from the truth. In considering the out- 
look for both productive activity and employment during 
transition, one must not lose sight of the fact that a large 
segment of industry will expand more or less automati- 
cally as soon as more workers become available. 

Many industries have ample raw materials and plant 
capacity to step up current output very materially. At 
the first sign of a break in the labor shortage, they will 
expand. The centers in which they operate will feel the 
reconversion slump least; some may even experience 
booms. 

The first group of such industries is that depending on 
timber. The lumber shortage, now so acute that it 
threatens to affect the war effort, is primarily a shortage 
of labor in the logging camps and saw mills. As soon as 
men can be returned to the forests in adequate numbers, 
probably coinciding with a reversal of military demand 
for lumber, it will be possible to relax restrictions on 
lumber use which in turn will be the signal for a marked 
spurt in activity in a good many important industries. 
It will mark the dawn of the post-war building boom, the 
turning point for the mak- 
ers of building materials 
and supplies who then will 
be able to start their climb 
to peak activity. 

The paper shortage stems 
from the same root as the 
critical situation in lumber. 
Once there are more work- 
ers to cut pulpwood, pro- 
duction may be counted on 
to expand sharply, for in- 
ventories are the smallest 
in years and demand far 
exceeds supply. 

Just as production of 
more lumber will flash the 
green light for more build- 
ing and greater activity in 
a wide line of related in- 
dustries, so production of 
more pulpwood will open 
the way for greater activity 4% , 
in the printing trades, in “aS 
the magazine and _ news- 
paper fields (most of which 
are now turning away ad- 
vertising) and in mail order promotion. While the paper 
container industry will lose a considerable amount of 
military business, it will be able to supply civilian needs 
more adequately. Then there is the furniture field, 
severely starved for lumber and with a huge backlog of 
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INDUSTRIES WHICH WILL FORGE AHEAD 
WITHOUT RECONVERSION PAUSE 


WARD 





Logging operations, now severely handicapped by shortage of 
skilled woodsmen, will expand quickly 
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demand. Most of the furniture makers have been kept 
busy on war work of related or unrelated kinds, but will 
be able to swing back to regular output as soon as more 
wood can be had. 

There are other lines now held back by lack of labor. 
Despite record demand, production of cotton and woolen 
goods continues to sag. Employment in these lines 
dropped from 688,000 in August, 1942, to 533,000 at the 
end of last year despite an enormous increase in orders. 
Fact is that wage rates are too low to hold workers in 
competition with war plants. Once the latter begin to 
lay off men in greater numbers, many formerly employed 
in textile industries will return to the looms. Production 
and sales may then be expected to expand substantially. 
The rayon industry is suffering from both lack of labor 
and pulpwood; once these shortages ease, further expan- 
sion is assured to meet the insistent demand for the 
industry’s products. 

Lack of labor is also an important factor holding back 
road building and repair. The nation’s highways and 
byways have been punished considerably in the past two 
years, and states and municipalities have accumulated the 
resources for a major construction job. This means that 
the cement industry awaits only an easier labor situation 
before shifting to a higher gear, and road machinery 

companies will not lack 
business for a considerable 
time to come. 

Like textiles, the coal 
mines have been unable to 
hold a full quota of work- 

_ers. Washington estimates 
bituminous coal require- 
ments this year at 620 mil- 
lion tons with production 
unlikely to exceed 600 mil- 
lion. Anthracite output, 
similarly, will probably fall 
five million tons short of 
requirements. Stocks of both 
fuels are dropping danger- 
ously low, and prospective 
demand is huge and may 
continue so for a number 
of vears despite declining 
requirements for war pur- 
poses, directly and_indi- 
rectly. 

In these industries, then, 
no reconversion pause may 
reasonably be expected. 
Rather, as manpower needs 

are met in line with declining requirements elsewhere, 

they are ready to forge ahead, many to new peaks of out- 
put and earnings. Some, in view of existing backlogs of 
demand and large export orders in sight, may want to 
expand facilities to take full advantage of sales prospects. 
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The potentialities inherent in an adequate lumber 
supply are perhaps not fully realized by many. Lumber 
suddenly has become the nation’s most critical raw ma- 
terial. This is not a story of dwindling timber reserves; 
these are ample and lumber use could easily be doubled 
were manpower available. As it is, saw mills cannot pro- 
duce as fast as their products are consumed and logging 
operations are far behind today’s heavy needs. More for- 
eign labor is being imported and war prisoners in increas- 
ing numbers are used in forests, still the 1944 deficit in 
our lumber supply will probably be around four billion 
board feet. A few pertinent figures tell the story in a 
nutshell. Lumber shipments are currently 8.2% below 
production and unfilled orders of softwood are equal to 
41 days’ production at current rate. New orders coming 
in currently more than offset what is produced and ship- 
ments are 14.4% below the average of the past three 
years. As a result, a recent 
WPB order, effective Au- fi 
gust 1st, is placing drastic ~ 
new controls on lumber 
use which may entail a fur- 
ther 50% slash of supplies 
available for civilians. The 
inevitable result is further 
curtailment of what little 
building and repair work is 
permitted under existing 
restrictions, enlarging the 
already huge backlog of de- 
ferred demand. It will have 
a similar effect on furniture 
making, already suffering 
from stringent limitations 
on the use of wood. 

The longer range out- 
look for furniture makers 
is particularly promising; 
many expect volume for 
the first few post-war years 
to exceed $1 billion at re- 
tail value. Furniture sales 
normally vary closely in 
line with national produc- , 
tion and income and this will 
trend may be expected to 
continue after the war. Together with the expected 
building boom, it may provide for the industry one of 
the biggest opportunities in many years. As in the past, 
the furniture industry’s future is likely to be unique. 
For many years, it struggled through profitless depres- 
sions and equally profitless periods of national prosperity, 
the 1esult of overcapacity and keen competition. Indica- 
tions are that in the post-war period, the industry for a 
time at least will lead rather than follow the industrial 
parade. Home building will turn out one of the princi- 
pal sparkplugs in creating immense demand, aided by the 
high war-time marriage rate and vast accumulated savings. 
Deferred demand runs high and it will be especially 
vigorous if the expected post-war improvement in utility 
value and attractiveness of newly designed furniture 
materializes. All in all, it should take a number of years 
of high production before the war-created vacuum can 
be filled. To do this, facilities will be taxed to the utmost, 
since there has been virtually no expansion during the 
war years. Prospects are such that they are already at- 
tracting outsiders such as ship builders and _ aircraft 
manufacturers, some of which have tentatively indi- 
cated their intention of converting part of their excess 
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Such scenes, infrequent nowadays, 
be common after the war 


facilities to furniture manufacture and _ housing. 

The furniture industry is widely dispersed, mostly con- 
sisting of smaller concerns with few of them listed on the 
nation’s stock exchanges. Hence it is difficult for the 
investor to acquire a direct stake in the excellent prospects 
ahead. Rather, he must participate indirectly by invest- 
ing in equities or organizations specializing in the distri- 
bution of furniture. such as Barker Bros., Reliable Stores, 
Spear & Co. and Sterchi Bros. which undoubtedly face a 
considerable spurt of sales after the war. Such companies 
as Mengel Co., important manufacturer of lumber and 
lumber products, will of course benefit more directly. 
So may the naval stores industry, handicapped by lack 
of manpower and operating presently below capacity 
despite record demand for its products derived from pine 
stumps. Already there are indications of record-breaking 
foreign demand after the war, notably from Europe and 
South America, and com- 
panies leading in the field, 
such as Newport Indus- 
tries, should benefit corre- 
spondingly by stepping up 
operations to full capacity 
as soon as the manpower 
situation permits. 

In the paper industry, 
production needs at present 
are seriously jeopardized by 
the severe drain on inven- 
tories of pulpwood and 
wood pulp, the industry 
having reached a stage of 
hand-to-mouth operations. 
No prospect of improve- 
ment exists until the labor 
situation eases. The end of 
the war in Europe will have 
little immediate effect on 
the American paper and 
pulp industry, and indica- 
tions are that for several 
years world demand will 
exceed supply and produc- 
tion capacity. With re- 
habilitation of the world’s 
industry, supply may equal 
demand for an indefinite period and eventually, as addi- 
tional capacity comes into operation, may again be in 
excess as prior to the world conflict, but this is a long 
way off. 

Before the war, there was considerable excess capacity 
domestically and few mills were able to maintain capacity 
operations, notably in wood pulp. This is best illustrated 
by the fact that 1941 paper output was stepped up 60% 
over 1938 with little addition to existing capacity except 
the use of old marginal facilities formerly left idle. To- 
day, the paper industry is ready to spend some $200 
million for post-war expansion and modernization to 
meet the rising demand trend and take advantage of 
excellent export potentials. These are assured by consid- 
erable war damage to European timber lands, by over- 
cutting to meet war demands and henceforth requiring 
more stringent conservation measures, and the prospec- 
tive large timber demand for reconstruction. Europe for 
some time should have no excess capacity for export or 
otherwise, leaving world markets largely to U. S. and 
Canadian producers. 

The following points stand out in the favorable out- 
look picture for the American paper industry: (1) Large 
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re-stocking demand at home, expansion of advertising, 
etc., promises an unsatisfied over-all demand so great as 
to more than offset the immediate post-war decline of 
requirements due to dwindling military needs. (2) Ca- 
pacity of the pulp and paper industry will be taxed to 
meet the pent-up demand for all types of paper made 
scarce by the war. (3) Prospective large direct and in- 
direct export demand. Europe, the Far East and Latin- 
American countries will mainly look to the U. S. for 
supplies while European mills are rehabilitated. (4) 
War requirements developed many new uses for paper 
as well as many new products made from paper and post- 
war developments will create considerably more, enhanc- 
ing the secular uptrend in paper use. 

In short, all indications point to the likelihood that 
there will be no surplus supply of pulpwood, pulp or 
paper in the U. S. for at least 2 to 3 years after the 
European war ends; it may take as long as five years 
before European production is back to normal. When 
the war ends, inventories will be extremely low, taking 
about 2 years of normal production to replenish them. 
Probably, for a time, combined demand will considerably 
exceed the domestic capacity to supply it. 








Relief of severe manpower shortage in the forests will 
keep paper mills humming at capacity 


With an excellent production outlook assured, pulp and 
paper company equities merit considerable attention. 
Champion Paper, Container Corporation, Kimberly Clark 
and West Virginia Pulp & Paper have appeal on basis of 
good current earnings and promising post-war prospects 
and most others should rate above average over the 
longer term, including Mead Corporation and Rayoneer, 
Inc., the latter an important supplier of sulphite pulp for 
rayon manufacture. 

Prospects of a more adequate paper supply have favor- 
able connotations for the printing and publishing indus- 
try, now greatly handicapped by paper shortages. Once 
conditions ease, a record advertising volume is expected, 
pointing to relatively large earnings especially in the 
magazine publishing field. On this premise, selected 
securities of leading magazine publishing companies 
offer interesting possibilities for long term holding; these 
include Crowell-Collier, Curtis Publishing, and Time, 
Inc., while Hall Printing and McCall Corporation pro- 
vide liberal yields. There is little doubt that the war’s 
end will witness revival of aggressive national advertising 
to spur the post-war boom; industry, in fact, is ready to 
go ahead today were it not for the serious limitations 
imposed on paper consumption. 
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In the textile field, no less, manpower shortages are 
severely restricting operations with the cotton and woolen 
branches hard pressed to meet military and civilian de- 
mands. The central problem is that of production; there 
is no scarcity of raw materials. War-time operations 
reached a peak in the second quarter of 1942. Since then, 
the accelerated drain of manpower for the services and 
war industries continued at an alarming rate despite most 
strenuous efforts of mill managements. This forced aban- 
donment of third shift production in many plants and 
some sections of the industry report difficulty in main- 
taining two shifts. A solution is not yet in sight and 
hardly will be until the end of the European phase of 
the war is near. 

Large pent-up demand for textile products at home, 
the need for replenishment of sadly depleted inventories 
and indications of enormous foreign demand especially 
for cotton textiles characterize the excellent outlook for 
the immediate post-war years, presaging not only capacity 
operations but most likely the need for capacity expan- 
sion in some lines. Deferred home demand, as we all 
know, is very substantial both for woolen and cotton 
goods. Relief needs abroad and normal export demands 
promise to keep the industry very busy. After all, when 
the war ends, there will have been some five years of 
acute and practically world-wide underconsumption and 
considerable destruction of textile facilities in such im- 
portant producing countries as Germany, Japan, Italy 
and possibly in France. Also, it will take time to reor- 
ganize the British cotton industry, now operating at only 
50% of capacity. Until all these industries are reorgan- 
ized, rebuilt and home demands met in their respective 
countries, there is no likelihood of severe competition 
abroad for American exporters, and post-war exports, for 
a time, are estimated to run as high as two or three 
billion square yards annually. Makers of yarns, woolen 
products, rayon and other synthetic fibers face an equally 
splendid opportunity abroad, together with excellent 
home markets where stocks are greatly depleted and 
demobilization of the Armed Forces will add importantly 
to existing backlogs of demand. 

The textile industry has always suffered from extreme 
cyclical fluctuations, greatly detracting from the appeal 
of textile equities, with earnings usually very erratic. This 
was partly due to cyclical demand trends generally paral- 
lelling the business cycle but also to considearble over- 
capacity. In one major respect, the post-war outlook 
now differs from that of the previous similar era. During 
the last World War and immediately thereafter, textile 
capacity was greatly increased, which contributed to the 
industry’s difficulties later in the Twenties. A repetition 
of this mistake now hardly seems likely, though expan- 
sion may be forced in some lines. 

Thus, unlike many other industries, the textile trades 
will probably emerge from this war with capacities re- 
duced due to heavy war-time use and consequently, some 
improvement in competitive conditions is likely. In the 
more immediate post-war years, however, the industry 
will be taxed to meet requirements and as a result, most 
textile equities are in good post-war position with rayon 
shares, because of particular growth prospects, especially 
favored. The industry, like all those previously discussed, 
has virtually no reconversion problem and is ready to 
forge ahead as soon as manpower is available. Much the 
same holds good for apparel makers whose demand 
prospects are equally promising. 

Despite a marked increase in mechanization, the coal 
industry, a major war beneficiary, finds itself severely 
pinched by labor shortages (Please turn to page 423) 


THE MAGAZINE OF WALL STREET 





Fo. 


eratic 
and ¢ 
the t: 
and | 
mean 
and ¢ 
“pay- 
mid-y 

Eqi 
condi 
ment 
are Si 
panie 
less e1 
uncor 
phase 

It i 
perioc 
Apprz 
regulé 
trial ¢ 
this s 
lective 
especi 
of hol 
data, 











ly 
or 
Ly 
n- 
ll 
mn 
1s 
n 
of 
id 
n- 


r- 
ly 


ni 
ly 
nt 


id 


ne 
al 
11S 
1]- 
>Y- 








Mid-Year 1944 
Special 


Ko" 
gn DU 


For investors in ommon stocks the most basic consid- 
erations of value are current and prospective earnings 
and dividends. A vista of big post-war sales, a change in 
the tax law, a new product, a recapitalization—all these, 
and many other things, have ultimate dollars-and-cents 
meaning to stockholders only as translated into profits 
and dividends. This is the “pay-off”; and it is on the 
“pay-off” that we have focused emphasis in preparing the 
mid-year Re-Appraisals presented herewith. 

Equity values are never static. Even under normal 
conditions, changing circumstances can affect the invest- 
ment status of securities in an entire industry and there 
are significant shifts in the prospects of individual com- 
panies. If the investor’s capital is to be conserved—much 
less enhanced—watchfulness is essential at all times, but is 
uncommonly so today with the European war in a late 
phase and drastic economic changes not far ahead. 

It is to serve this need of watchfulness—which requires 
periodic review of holdings—that we present these Re- 
Appraisals at six-month intervals, besides, of course, our 
regular bi-weekly coverage of new economic and indus- 
trial developments of importance to investors. To make 
this service of maximum usefulness to readers who col- 
lectively own shares in many hundreds of companies—and 
especially to permit convenient comparative evaluations 
of holdings—we present only the most pertinent statistical] 
data, ratings and comments in the concise tabulations, 
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PART I 


Prospect and Ratings for Individual 
Food Stocks, Merchandising Issues, Rail- 
roads, Motion Pictures and Tobaccos 


each of which is preceded by an amply extensive analysis 
of the position and prospects of the industry. 

Many readers will note that the tables, which are self- 
explanatory, carry amplified data of special usefulness 
now. When studied in relation to the accompanying 
comments, we believe you will find this the most practical 
“bird’s-eye” appraisal that can be devised. 

The key to our ratings of investment quality and 
current earnings trend of the individual stocks—the last 
column in the tables, preceding comment—is as follows: 
A+, Top Quality; A, High Grade; B, Good; C+, Fair; 
C, Marginal; while the accompanying numerals indicate 
current earnings trend thus: 1-Upward; 2—Steady; 3— 
Downward. For example, A 1 denotes a stock of High 
Grade investment quality with an Upward current earn- 
ings trend. 

In addition, as the general trend of dividends is now 
upward—but with many exceptions, since the general 
trend of earnings is moderately downward—we denote 
with an asterisk selected stocks on which a higher dis- 
tribution appears warranted. Stocks marked with a W 
in the tabulations are recommended for income return. 
Issues regarded as having above-average appreciation po- 
tentials are denoted by the letter X. Purchases for ap- 
preciation should, of course, be timed with the trend 
advices regularly offered in the A. T. Miller market 
analysis in every issue of this publication. 








EARNINGS AND DIVIDENDS 
(ALL CORPORATIONS WITH NET INCOME) 





EARNINGS — TOTAL BAR 
DIVIDENDS — BLACK SEGMENT OF BAR 








































































































“ 

« 

< 

4 

4 

° 

Q - 

4 

- 

a 

= 

a 4 
1936 1937 1938 1939 1940 1941 1942 1943 
77.5% 79.1% 74.4% 62.8% 57.6% 50-00% 48.8% FOS % 
hee RATIO OF DIVIDENDS TO EARNINGS 5 








The Potentials For 
More Liberal Dividend Policy 
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Tuere has not been any boom in dividends during 
this war. Some companies are paying more than their 
average dividends of the pre-war years 1936-1939, and a 
minority of these are paying dividends topping any pre- 
war year. On the other hand, many companies’ divi- 
dends are lower than their pre-war average and still 
further down from the rate of the best pre-war year. 

On an over-all basis, according to U. S. Treasury 
figures, corporate dividends for the three war years 1942- 
1944 will have averaged approximately $4,130,000,000 a 
year, comparing with $4,150,000,000 a year for the period 
1936-1939, which of course included the depression year 
1938. 

For dividends, the peak years were 1929, with a total 
of $5,927,000,000; and 1937, with a total of $4,832,000,- 
ooo. In 1941, when business volume and profits were 
strongly stimulated by war but when the United States 
—until December—was not at war, dividends aggregated 
$4,500,000,000. With high taxes offsetting volume gains, 
the latter figure was not subsequently equalled, though 
it will be fairly closely approached this year if recent 
Treasury forecasts prove correct. 

In a nutshell, corporate profits have not risen any- 
where near in proportion to sales volume; and dividends 
have not risen anywhere near in proportion to the in- 
crease in corporate earnings. Total corporate earnings 
last year were $9.6 billions—before contingency reserves— 
which was over 50 per cent more than was earned in 1937 
by companies with net income; and about 19 per cent 
more than aggregate earnings of 1929. ‘Total dividends, 
however, were 15 per cent less than in 1937 and go per 
cent less than in 1929. 

The relative shrinkage in dividends during the war 
period is emphasized when we note that over the past 
three years the aggregate distribution was only some 50 
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per cent of aggregate earnings. For comparison, and cit- 
ing only peace years of fair to high business activity— 
since dividend exceed earnings in depression years—about 
66 per cent of earnings was paid to stockholders in 1937 
by corporations with net income and about 77 per cent 
in 1936; while in 1928 and 1929—when, unlike in 1936, 
there was no undistributed profits tax—total dividends 
were, respectively, 68 per cent and 73 per cent of total 
corporate earnings. 

There have been various reasons for the abnormally 
conservative dividend policy of the war period, as fol- 
lows: 

(1) Swollen volumes of business in many industries 
have required much increased working capital. Despite 
many individual exceptions, the general trend was one 
of decreasing liquidity as current liabilities tended to in- 
crease relatively more than current assets. In numerous 
instances the pre-war liquidity ratio—that is, ratio of cur- 
rent assets to current liabilities-was more than cut in 
half. All of this, as well as the necessity of meeting 
heavy tax payments, put a premium on retention of cash. 

(2) It has not been possible for managements to plan 
ahead in any normal sense of the term. In consideral:le 
measure, policy planning has been defensive: the settin, 
up of much larger reserves than usual to meet unfore- 
seeable contingencies. A partial list of contingencies, 
one or more of which must be taken into account by a 
goodly percentage of all corporations, would include 
contract renegotiation, none too quick settlement at best 
of claims arising out of war contract terminations, the 
not fully predictable costs of reconverting plants to civil- 
ian production, uncertain future value of inventories, etc. 

(3) Where war-time earnings have been good, man- 
agements in many instances tend to regard the gain as a 
temporary windfall and to conserve cash “for general 
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corporate purposes” rather than pay the most that could 
be distributed in dividends. 

(4) Managements seem to feel that possible charges of 
war profiteering can be better refuted if dividends have 
not been increased. Big earnings can be made to look 
less big if there is emphasis on contingency reserves, the 
uncertainties of the future, etc. 

So much for the background of the dividend situation; 
and now for the favorable side, for there is a favorable 
side. The war-time downward trend in aggregate divi- 
dends has clearly terminated. Though it is moderate 
in net results to date, there is a definitely established ris- 
ing trend in dividends, and it has been established long 
enough to carry conviction that it very likely will con- 
tinue at least through the rest of the war in Europe. What 
the dividend situation will be thereafter—and during the 
industrial reconversion phase—is naturally much more 
uncertain, as we shall discuss further along. 


Average Monthly Figures 


The average monthly per share dividend for 600 com- 
panies—as calculated by Moody’s Investors Service—was 
$2.05 in December, 1941, the Pearl Harbor month. It 
had declined to $1.75 by August, 1942. It remained at 
that level for three months, then had a modest upturn 
in which it ranged between $1.78 and $1.80 through 
October of last year. By the end of November it had 
recovered to $1.83, by April it was $1.87. In May it 
jumped 5 cents to $1.92 and June added another notch, 
carrying the composite to $1.93. Thus, from the low of 
1942, the total recovery has been 18 cents a share or over 
10 per cent. 

The Moody’s composite dividend figure for 492 indus- 
trial companies stood at $2.09 a share in Pearl Harbor 
month, falling to a low of $1.69 in November, 1942. 
Thereafter, and through October of last year, it was sta- 
bilized between $1.71 and $1.73. By last January it 
was up to $1.77, by April up to $1.80. In May it was 
boosted 8 cents to $1.88 and the same figure prevailed 
for June. Total recovery to date from the 1942 low is 
1g cents a share or over 11 per Cente. 

In the first half of this year there was a dividend omis- 
sion by only one company, against 26 omissions in the 
first half of last year. Dividends were reduced by 14 
companies in the first half, compared with 58 in the 
corresponding period a year ago. In the first six months 


change will prove to have been at least 7 to 8 per cent 
larger than a year ago. However, behind the average— 
as in the stock market—there is much irregularity and 
many divergencies. Some of the stock groups showing 
rather large increases in half-year payments are motion 
pictures, automobiles, food companies, rubber companies 
and shipping companies. 

Modest increases in dividends are found in office equip- 
ments, chemicals, electrical equipments, machinery, 
paper and publishing, petroleum, railroads, and mer- 
chandising companies. 

Declines have been recorded in half-year distributions 
in the building stock group, mining, steel and iron, and 
textiles. Stock groups in which payments so far this 
year are closely similar to a year ago are farm machinery, 
leather and utilities. 

The divergencies emphasize that, whatever the gen- 
eral influences, dividends and dividend prospects are 
always “individual situations.” We must necessarily deal 
mainly with general influences in this article. We get 
down to “individual situations” in the tabular material 
and comments on following pages—to be carried on also 
for the next three issues. 

However, it can be said that fields in which present 
and prospective earnings appear favorable to dividend 
prospects for the second half-year include oil, foods, re- 
tail trade, rubber, movies, paper and chemicals. Oils in 
particular ought to come through considerably better 
than in the first half-year. The rubber companies are 
paying out a very small proportion of earnings and it 
would seem possible for some of them to start cutting 
down on the business of very fat contingency reserves. 
In building and machine tools, with volume and earn- 
ings reduced on the average, dividend totals ahead are 
more likely to be lower than higher. In steel there is a 
not too good earnings situation with many dividends 
covered fairly thinly, so that improvement is not in sight 
for total distributions. 

Rails probably will pay modestly more in the second 
half than a year ago, but are using increased cash mainly 
for debt retirement or to strengthen working capital 
position. The aircraft industry, with good earnings “on 
paper,” is too worried about its future to be raising divi- 
dends from here on. The air transport field has put its 
best war-period earnings behind and needs to conserve 
cash, so dividend prospects are not rosy for the present. 
In non-ferrous metals the profits (Please turn to page 426) 





dividend increases totalled 43, against 32 a year ago; 
initial dividends totalled 78, against 60; resumed 
dividends totalled 49, against 58; extra dividends 
totalled 288, against 281; and payments on arrears 
totalled 429, against 499. Fewer redemptions and 
resumptions merely reflect the fact that by the first 
half of this year there was left less to be ‘‘made 
up.” The figures on the whole show definite im- 
provement. 

The relatively sharp gain in the Moody’s com- 
posite monthly dividend figures since April would 
seem to reflect a sudden lift of managerial confi- 
dence in the general outlook and probably this is 
in good measure due to hopes of fairly early peace 
in Europe. Whatever our difficulties in the transi- 
tional post-war period, as a generality war is bad 
for dividends and peace is good for them. To some 
extent, dividend policy—like the stock market—has 
been “discounting” peace. 

Judging by preliminary indications, it is prob- 
able that first half-year distributions on dividend- 
paying stocks listed on the New York Stock Ex- 
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sah the Food Stocks 
In War and the Coming Peace 


By STANLEY DEVLIN 


Foop is always in demand, but not in the same quan- 
tities; and even on the same volume of business, food 
company earnings show fluctuations which reflect 
changes in inventory costs, labor rates, taxes and other 
expenses. It might be assumed by a casual student of the 
situation that war-time conditions are a cause for general- 
ly lower earnings by food companies. There has been 
rationing of many items, ceiling prices on a number 
of them, rising labor costs and much higher taxes. A 
few companies have found one or more of these war-time 
handicaps a reason for sharply lower earnings, but most 
of the food companies have had such a great increase in 
their sales that they are able to maintain close to their 
normal earning power, and some in this industry had 
decided growth in net earnings during the past two or 
three years. 

A striking development of the past few years has been 
the fact that many millions of people in this country 
are not only eating more than they ever did before, but 
are buying foods that they never had in quantity before. 
This includes the millions who have had a great boost in 
their income through working in war plants. Millions of 
others who had been in the lowest income brackets where 
cash income was of small proportions, and where the 
simplest fare was served on their plates, have become 
steady consumers of meat, sugar, canned goods and other 
items which they seldom had before the 1940-1943 period. 
Readers of this study are in higher economic strata and 
might find it hard to realize that excepting in brief 
periods such as the 1915-1920, the 1926-1930 and the 1940 
eras, there are a great many people in the United States 
with a normal diet not much better than that of the 
Jeeter family depicted in “Tobacco Road.” 

Some millions of the members of the armed forces are 
eating “better and more” than in civil life. This, with 
the war-swollen pocketbooks of the laboring millions and 
their desire for more and better food, has brought gross 
income of the food industry to new high levels. 

Some decline in food buying would be likely when 
the war ends, with its probable period of unemployment 
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until the post-war activities have taken up the slack in 
the labor supply, were it not that inventories of many 
kinds have been greatly depleted. There will be large 
exports of food to Europe and to many other parts of 
the world for at least a year and probably longer after 
hostilities cease. So, between replenishing inventories and 
shipments to foreign countries, a surplus of many foods 
is not to be expected for some time after peace is re- 
stored. The condition of employment, wage scales, etc., 
then will determine whether or not a lower total demand 
will be seen. 

Meat companies have had a great increase in their busi- 
ness during the past three or four years. It is true that 
ceiling prices have been placed on meat, also rationing 
of some of the more desired cuts of beef, lamb and at 
times pork, etc., yet the supply has greatly increased and 
many people wonder why they do not see porterhouse 
steaks, for example, at their butcher’s. The reason is that 
between what goes to the armed forces and for lend-lease, 
plus the innumerable people who never could afford that 
type of steak before, but can and do now, the greatly in- 
creased supply does not begin to cover the total demand. 
The price for meats had quite a rise in the 1940-1941 
period and continued a little further in 1942, until 
ceiling prices were placed on leading meats by the O.P.A. 
The average prices received in 1942 and 1943, however, 
were well over those of previous years, and this offset 
higher labor costs, with the result that many of the meat 
packers showed larger profits in 1942 and 1943 than they 
had for years before. ‘This has enabled them to pay off 
some pressing obligations and build up working capital. 
Two companies—Wilson and Cudahy—have been able to 
pay off large accumulated arrears on their preferred 
stocks and put the common in line for dividends. All of 
them have bettered their financial standing. They are 
in a position to meet a slump in business if it should 
come, but this is not likely to be seen for a long time, 
as post-war conditions in the meat packing industry seem 
to offer promise for good earnings. A goodly part of the 
war-time gain in investment status should prove lasting. 
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Scarcity of some of the heavier foods, rationing of 
sugar and a general betterment in civilian food demands 
have benefitted the baking industry during the war. 
There has been some advance in prices for bread, and 
cake prices are generally much higher than they were 
before the war. This has compensated for the rise in 
costs of flour and sugar, and the much higher labor costs. 
The leading baking companies have shown moderate in- 
creases in net income, and have increased their working 
capital during the past two years. The post-war outlook 
is good, as it is believed that many of those who have been 
buying more cake than they ever did before will con- 
tinue to be large consumers, while the bread business may 
benefit from lower operating costs. However, the decisive 
factor—as for most business—will be the post-war level 
of employment and national income in the years ahead. 

The biscuit companies 


The domestic companies are mostly beet sugar producers 
and they have had to face difficult conditions in the 
past three years, but most especially in 1943-4. The field 
workers in this business are mostly itinerant laborers. In 
pre-war times, the supply of workers was large and the 
labor cost low. During the past two years, there has 
been a dearth of labor, with the result that much higher 
wages have been paid, yet the total output of sugar beets 
has dropped. The production of beet sugar in the past 
season declined to 930,631 short tons, from 1,614,676 tons 
the year before, and the indications are for a further 
drop this year, possibly to about 850,000 tons. This fall- 
ing off in supply, due mostly to inadequate labor supply, 
also reflects the planting of some lands formerly under 
sugar beets in other crops. Gross business and net earn- 
ings of several of the leading beet sugar companies have 

shown a sharp decline in the 





have had mixed results, with 
National Biscuit showing 
little change in net earnings, 
with costs rising as fast as 
total sales; United showing a 


BAKING, FOOD BRANDS AND 
MEAT PACKING VS. 283 STOCKS 


past two years and there is 
little improvement to be ex- 
pected for the current year. 
Some betterment in net earn- 
ings of Great Western may 





fair increase and Loose-Wiles 200 
a great increase in recent 
earnings. The latter, how- 


develop through its crops 
in other produce rather than 
from its factory operations. 














ever, owes much of the gain 175 . _ The companies operating 
to the fact that it is also a 283 stocss § in Porto Rico have had 
large maker of cartons and . mixed results. Somewhat 
containers above its own 150 higher prices have prevailed 
needs, and this business has ry - for their product than in 
been quite active and pros- H "| pre-war years, but disturbed 
perous in the past few years. 125 ee political conditions and the 
The package goods business ay A levying of taxes on the divi- 


has some handicaps, as de- 
finite prices have been estab- 





dends of companies operat- 
ing in that territory have ad- 








lished for the product, and 
in times of rising costs the 
price remains the same and 
the only offset is to give 
smaller amounts in each 
package. 


versely affected the stocks. 
South Porto Rico sugar, 
which operates there, has 
had good earnings, but this 
has been more from _ its 
revenues from huge sugar 








Flour mills have had an 
enormous increase in their 
total business, but this has ‘i 
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estates in the Dominican Re- 
public than from its lands 
and mills in Porto Rico. For 
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been largely used up in high- 
er costs. Some of these com- 
panies are also engaged in 
other activities, such as in 
making special products 
from soy beans, making and 
selling widely advertised breakfast foods and similar 
lines. This diversification may be extended, as the profit 
margin on milling flour is seriously affected by ceiling 
prices, higher labor costs and a severe increase in taxes 
in the past two years. The continued demand for flour 
seems assured in the post-war period, with indications of 
a great increase in the export demand when the hungry 
peoples of the world will have to be fed. Hence, total 
income may hold well. 

The companies making only breakfast foods have 
mostly found that labor costs and taxes have increased 
somewhat more than gross income during the war period, 
with the result that net earnings have been slightly be- 
low the pre-war average. This may continue unless the 
OPA permits higher prices for the finished products. 

A very mixed situation exists in the sugar industry. 
Sugar stocks are divided into three groups, domestic sugar 
producers, Porto Rican and Cuban companies, and each 
has a different set of conditions governing its business. 
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1942 1943 1944 many years, Porto Rico has 
had a tariff advantage over 
the other West Indian is- 
lands, for sugar shipped to 
the United States, and the 
leading companies there were 
very prosperous, but “liberal” ideas of the governor, with 
resulting taxation increases and measures to divide up 
large plantations on the island, have brought earnings 
to below the pre-war average in the past few years. Post- 
war rise in sugar prices may bring better conditions and 
profits to the Porto Rican companies. 

Cuban sugar producers had many years of difficulties, 
even though they had some tariff advantages in selling 
sugar in the United States over all others excepting the 
Porto Rican sugar companies. For the first time in many 
years, they have found a market for all of their sugar 
in the past three years. In the 1942 fiscal period, they 
showed very large increases in earnings over the previous 
year, but a sharp slump developed in 1943. This re- 
flected a number of factors, of which the most important 
was a long period of poor weather in the growing 
season. Labor costs and Cuban taxes were much higher. 
The result was that most of these companies showed 
much lower earnings for the (Please turn to page 429) 
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BY WARREN BEECHER 


Rerau trade has made an amazing showing during 
the war. Sales by non-durable goods stores have con- 
tinued in an upward trend over the past five years and 
are now nearly double the level of five years ago; they 
have almost kept pace with the rise in individual pur- 
chasing power. While sales by durable goods stores have 
naturally suffered somewhat, they still average about 
90% of the 1939 level—though they have declined about 
60% from the 1941 peak. 

Since the business done by non-durable goods stores 
amounts to about six times that of the durable goods, 
it is obvious that retail trade as a whole is making a very 
good showing. Some part of this, of course, is due to 
price markups (limited by OPA ceilings) and by disap- 
pearance of low-priced merchandise, as well as the grow- 
ing taste of consumers for more luxurious items. It is 
difficult, if not impossible, to adjust for price and quality 

changes but the dollar sales gains reflect the industry’s 
obvious prosperity. 

For the year 1944 up to June 1oth, department store 
sales, as reported by the Federal Reserve Board, averaged 
6% over last year for the country as a whole; the Atlanta 
district showed a 20% gain and Dallas, 17%. The gain 
for the four weeks ended June 17th, for the U. S. total, 
was also 6%. Based on an average of 1935-39 as 100, the 
index for the week of June 17th (without seasonal ad- 
justment) stood at 152. 

Thus far the stores have been able to maintain a sur- 
prisingly good inventory position. The Federal Reserve 

| index of department store stocks in March this year was 
101 (100 equals 1923-25) compared with gi a year pre- 
| vious. However, inventory indexes are somewhat mis- 
| leading, since they are figured in dollars. A large amount 
of low-priced merchandise has disappeared or been re- 
placed by substitute goods (nicknamed “ersatz” after 
the German term). These ersatz goods may be a problem 
immediately after the war, as they may be subject to sud- 
den markdowns as standard lines again become avail- 
able. If inventory figures could be weighted for physical 
amount and quality, the index would probably be lower. 

Department stores and variety chain stores seem as- 
sured of good business through most of 1944, though of 
course it is becoming increasingly difficult to get new 
merchandise. A recent buying report stated that ex- 
tended delivery dates are giving buyers a headache, and 
war uncertainties are causing stores to shorten commit- 
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ments in some lines despite the public’s insatiable de- 
sire to buy. 

However, the situation may be aided by gradually in- 
creasing resumption of consumer goods production. The 
downtrend in cotton textile output has caused some con- 
cern in Washington and steps have been taken to remedy 
this difficulty. The WPB in May revoked its directive 
freezing the production of civilian goods in areas where 
labor is tight, and restrictions have been partially lifted 
on many products. If the “squeeze play” against the 
Germans on the three European fronts continues at its 
present rate, it appears likely that the barriers against 
civlian production will be further lightened. 

However, it is difficult to make definite forecasts be- 
cause of the many cross currents in the economic and 
political machinery. WPB Chairman Nelson is reported 
at odds with Vice-Chairman Wilson and heads of the 
armed forces over limited resumption of civilian produc- 
tion, although a not too satisfactory compromise was 
made. Restrictions on labor turnover were put into effect 
July ist, at a time when they would not logically be ex- 
pected, because of the sudden “evaporation” of labor in 
war areas. Many employees want to get back into peace- 
time lines “ahead of the crowd”; and some women want 
to return to household duties. War production has been 
hurt to some extent by this trend, hence this factor may 
confuse and retard the transition to consumer produc- 
tion-economy. 

The increase in retail trade has, of course, varied con- 
siderably for different divisions of the business. We have 
already noted the difference between durable and non- 
durable goods stores. Taking the individual groups, the 
March trade indexes, using the period 1935-39 as 100%, 
show that restaurants and taverns have benefitted by the 
war more than any other retail group, their business be- 
ing nearly three times as great as in the 1930's. Food 
stores are doing nearly twice as well. Apparel stores, 
drug stores and miscellaneous retail stores are doing well 
over twice the 1935-39 business. Variety chain stores 
(like Woolworth and Kresge) and general merchandise 
stores have lagged somewhat, doing about two-thirds to 
three-quarters more than in the pre-war period. As 
might be expected, household furnishings and hardware 
stores show more modest gains, filling-stations are doing 
about the same as before the war, and automotive stores 
only about half as much. 
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Mail order sales are not indexed, but the total in April 

of this year was $124,000,000 as compared with $134,000,- 
o00 in the same months of 1943 and 1942; obviously the 
companies have been unable to make up completely for 
loss of durable goods, and the temporary “take over” of 
Ward by the Army has perhaps retarded recent sales 
slightly. However, for the month of March sales were 
considerably above 1943 and about the same as in 1942; 
January and February ran about the same as last year. 
‘ While mail order houses have been handicapped by 
shortages of durable goods, the post-war outlook should 
be excellent. Farm purchasing power should remain 
above average for some time after the war, and these 
companies cater largely to the rural areas. Also the short- 
age of durable goods means a big backlog of future busi- 
ness in this department. Further expansion of store sys- 
tems by the big mail order houses appears likely after the 
war. The mail order section of the business may also 
benefit by the fact that many manufacturers have aban- 
doned their selling agencies and may adopt mail order 
distribution later in preference to reopening their own 
distributing systems. 


Food Store Gains Modest 


One group which has benefitted little by wartime con- 
ditions is the huge food distributing store system. The 
big chains like A & P, which went in for “super-markets”’ 
to cut overhead costs, have been penalized for size and 
efficiency by OPA regulations which allow lower mark- 
ups than for the small independent units. Chain oper- 
ators in conference at the Super-Market Institute recent- 
ly discussed a possible appeal to the OPA for readjust- 
ment of markups. 

Sales declined 5% in the first four months of 1944 com- 
pared with 1943, according to a survey by the President 
of the Institute. Net profits were, without exception, 
below comparable 1943 levels, with the ratio of profit to 
sales (before taxes) declining .31% to 3.50%. Lower 
prices are no longer as big a drawing card for the super- 
markets, due to increased purchasing power. During the 
past year the super-markets have experimented with the 
addition of new lines, such as drugs, hardware, glass- 
ware, etc., but this has led to reprisals from other groups 
—for example, hardware and drug companies are now 
selling canned foods. The super-market operators are 
reported willing to “call a truce” and stick to their own 
line. 

The super-markets have also suffered from point ra- 
tioning methods in their meat departments, due to their 
inability to merchandise certain meat cuts which are 
usually in light demand. While these meats were under 
point control, they could be “moved” by reduction in 
point values; with zero points at present, the only 
method of moving surplus stock is to lower prices, which 
reduces over-all earnings. Return of frigid food ration- 
ing in the next few weeks may help the meat depart- 
ments, but on the other hand may hurt sales volume in 
processed foods. 

The war has given a considerable impetus to the use 
of frozen foods, and the market operators are hopeful re- 
garding increased post-war demand for quick-frozen 
meats, fruits and vegetables. At present “Bird’s Eye” 
(General Foods) seems to have a very big lead in this 
field. 

The furniture and furnishings people are still doing 
a fair business though it is substantially lower than two 
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years ago. But they're looking ahead to a big refurnish- 
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ing boom after the war. Hotel managers expect to spend 
$1 billion in redecorating—rather than building new 
hotels, which proved so disastrous after the other war 
(85% of the country’s hotels went into the hands of in- 
stitutions or other liquidating agencies in the 1930's). 
According to Dow Jones, the hotels figure that they can 
use eleven million yards of carpeting, 300,000 blankets, 
nearly 400,000 dozen sheets and pillow cases, at a cost 
of $100 million. It’ll take nearly $50 million to renovate 
dining rooms and lounges. A huge amount will be spent 
for plumbing and painting, laundry and kitchen gadgets. 
airconditioning, built-in radios and special plastic equip- 
ment. But the only building boom seems likely to be in 
the small roadside hotels. 

Thus far, we have been discussing mainly retail sales 
volume. How about net earnings? While Federal Taxes 
have made heavy inroads—amounting to 70% of the 
profits before taxes in the case of the largest department 
store chain—some companies have been able to step up 
profits by a greater percentage than sales. A recent com- 
pilation showed that in 1943 24 mail order and chain 
store companies increased their net profits 8%, though 
gross was up only 1%; while on the other hand 24 de- 
partment stores, with an increase in gross of 13%, were 
able to carry down a gain of 10% in net. Five specialty 
stores made the best showing with a jump in net of 37% 
versus a gain of 27% in gross. For the entire group, rep- 
resenting about 10% of our total retail business, there 
was a gain of 9% in net compared with an increase 
of 4% in the gross. Profit margins averaged between 3°, 
and 4% of sales. 

Retail trade stocks have been popular in the rising 
stock market of the past few weeks. As of recent date 
an index of department store stocks was up 22% from 
the 1944 low, compared with 10% for the entire market. 
“The “five-and-ten-c” chain stocks were less buoyant, 
with a gain of 13%, and the food chains also lagged, 
with a 14% increase. Mail orders, possibly due to the 
“war” troubles, were up about 12%. 

Perhaps the jump in the (Please turn to page 430) 
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TO WHAT EXTENT WILL THE RAILS 
HOLD THEIR WAR-TIME GAINS? 





BY ADOLPHE R. AUBERT | 


Tue Bureau of Transport Economics, in the May issue 
of the I.C.C. “Monthly Comment on Transportation Sta- 
tistics,” shocked the investment community by stating 
that if 1940 railroad earnings were recomputed on the 
basis of wage increases granted to labor since 1940, net 
operating income would ; 

have amounted to only $32 
million, and produced a 
net deficit of $446 million 
after fixed charges, in con- 
trast to actual net operat- 
ing income for that year of 
$682 million, and net in- 
come of $189 million after 
fixed charges. 

What shall the average 
investor do with his rail 
equities in the face of a 
bearish forecast bearing 
such official imprint? In at- 
tempting an answer, the 
present writer will assay an 
evaluation of those factors 
affecting railroad securities, 
both short and long term. 

With regard to the short 
term factors, virtually all 
economists agree that im- 
mediately following mili- 
tary victory, a time lag must 
of necessity result in the 
transition from a war to a 

eace economy. If the time 
c should be of six months 
or more duration, the cur- 
rent downtrend of railroad 
earnings—now in its twelfth 
consecutive month — might 
well continue until such time as peace-time re-tooling 
had been achieved, and the transition slack taken up by 
the substantial demand created for a host of articles 
(both consumer and durable goods) not produced dur- 
ing the war. 

If we assume, however, an early victory with a sharp 
decline of earnings from existing high levels to as low as 
the break even point (i.e. coverage of fixed charges only), 
even then the rails would not fare badly. Although little 
appreciated by investors, all Class I carriers which have 
been subject to Excess Profits Taxes will share (as will 
also the majority of industrials and utilities) in the carry 
back provisions of the 1942 Revenue Act. These carry- 
back provisions are of major importance, since for the 
first time in industrial history our economy is provided 
with an instrument which can cushion the decline in 
corporate earning power. 

In still another way would the rails benefit from a 
decline in earnings to the break-even point. As of March 
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With traffic near peak, rail earnings are well down from 
1943 highs due to higher costs 


31, 1944, current assets of Class I railways totalled $4.48} 
billion, and current liabilities $2.84 billion, leaving net 
working capital of $1.64 billion, which figure compare} 
with $516 million in 1929, and an average of well below} 
$500 million throughout the ‘gos. 

. taxes, 
liabilities, amounted to the 
substantial total of $1.72 
billion. A sharp decline in 
earnings would automati- 
cally lower carrier tax lia 
bilities substantially and 
increase working capital, 
The carry-back provisions 
would, therefore, benefit 
the rails substantially in 
that possibly as much as $1 
billion of tax liabilities 
might be transformed into 
a substantial 
working capital. 

From a short-term stand- 
point, therefore, the carry- 
back provisions of the 1942 
Revenue Act provide an 
excellent cushion for most 
roads, and ensure earning 
power at reasonably satis- 
factory levels for the next 
12 to 24 months. For in- 
stance, Nickel Plate, which 
in 1943 earned its charges 
2.64 times after Income 
Taxes (6.6 times before 
taxes) would, through oper- 
ation of the carry-back pro- 
visions, cover its charges 
1.40 times in 1945 and 1946 
were earnings to decline to a point where fixed charges 
alone are covered, and 1.25, times were charges to be cov- 
ered but 0.75 times. Similar computation for Atlantic 
Coast Line (assuming a $7 dividend on Louisville & 
Nashville) are 1.60 and 1.32 times respectively; for South- 
ern Pacific (making no allowance for other income) 1.53 
times and 1.16 times, respectively; and for Burlington, 
1.75 and 1.50 times, respectively. Additionally, these 
tax provisions might release substantial sums now segre- 
gated for tax purposes, thus building up working capital. 
Accordingly, short term influences during the readjust- 
ment period are definitely favorable to the rails. 

More important to the investor is the question of the 
longer term outlook, especially as many remember the 
wide fluctuation of railroad equities following the 1929 
debacle. As measured by the Dow-Jones index, rail equi- 
ties fell from 189.11 in the Autumn of 1929 to 13.23 in 
mid-Summer, 1932, recovering to 64.46 in the Spring of 


However, accrued} 
carried as current} 
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1937, and declining 19.00 in the Spring of 1938, thence 
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POSITION OF OTHER RAILROAD STOCKS y 
| Decline 
Debt in 1936-39 1943 Est.'44 
1943 1936-39 Charges Charges Decline Charges Net Net Net Indic. Invest- 
ross Gross Covered Covered since since Per Per Per 1936-39 1943 1944 ment 
(millions) (millions) 1943 1936-39 1939 1939 Share Share Share Divs. Div. Div. Rating 
| = 
| Delaware, Lack. & 
| RU AsRth ss 6s so508 12.248 5.132 1.64 0.82 *1.957 0.439 $d0.82 $2.78 1.00 -— — None (C3 
| Gulf, Mobile & Ohio. 6.104 1.229 4.49 1.48 1.574 *0.602 d2.72 4.63 3.00 -—— — none C+3 
N. Y., Chicago & St. 

DWRMERG os sis sess 35 14.975 10.451 2.64 1.42 30.527 1.491 2.74 20.82 13.000 — — none C3 
Norfolk & Western... 26.320 31.308 11.74 14.35 0.460 0.018 20.02 15.58 16.50 14.00 10.00 10.00 A3 
Pere Marquette...... .7182 4.029 2.18 1.19 6.862 0.247 d1.24 5.41 3.0 — — none C3 
Pittsburgh & Lake Erie. 6.247 4.106 98.8 61.5 No Debt *0.005 4.03 5.05 4.50 4.25 5.00 4.00 B3 
EE ee 19.939 14.633 2.57 1.63 24.1 0.800 1.82 6.45 4.75 1.63 1.00 1.00 C+3 

*Increase since 1939. d. deficit. 











recovering in irregular fashion to above 42 reached re- 
cently. Surely such fluctuations do not engender invest- 
ment confidence. 

Yet such fluctuations occurred primarily because of the 
failure of the capital goods industries to recover in the 
’g0s. A secondary factor was the failure of investors and 
speculators alike to recognize that ruinous competitive 
transportation practices of the ’go0s were approaching 
their end, evident as early as in 1937, for at that time 
I.C.C. control of these media was beginning to gain in 
effectiveness, and as a consequence, the percentage of ton 
miles retained by the Class I roads was beginning to 
stabilize vis-a-vis its competitors. 

Even were conditions of the ’30s again to occur—which 
we think most unlikely—earning power of the carriers 
would probably be far greater than that actually shown 
in that period. However, any projection of earnings into 
post-war must be based on the hypothesis that our na- 
tional income will range between $100 and $120 billion. 
The general concensus of opinion among leading econo- 
mists today is that such an amount is necessary to support 
our future national economy if we are to service our 
enlarged Federal debt, continue to set aside large expen- 
ditures for military purposes, and veterans payments, etc., 
as well as provide for reasonably full post-war employ- 
ment. Some authorities are even thinking in terms of a 
larger national income. 

In recent years, railroad gross revenues have averaged 
about 6% of our national income. Projecting continua- 
tion of this relationship into the post-war era, it would 
appear that following the readjustment period, gross 
revenues should fluctuate between $6 and $7 billion. Last 
peace-time year, when Class I gross revenues exceeded $6 
billion, was in 1929, when operating income reached 
$1.251 million. Can the railroads regain their peace-time 
earnings of the ‘20s? A brief examination of the existing 
competitive factors should shed light on this question. 

Of course, the rails no longer enjoy a monopoly trans- 
portation position as prior to World War I. While sub- 
ject to increasing competition throughout the ’20s, it was 
not until the depression ’3os that the rails really suffered 
from competitive factors—primarily trucks, pipe lines, 
inland waterways, and coastwise shipping. Equally dam- 
aging was the pressure exerted by these competitive media 
on rates, for had conditions been such as to permit main- 
tenance of 1929 rates, it is seriously open to question 
whether one-third of all railroad mileage would have 
sought protection of the Courts, as actually occurred. 

What have been the competitive factors in the past 
and what are the probable competitive factors in the 
post-war? Up to 1940, they have been the trucks, inland 
waterways, and coastwise shipping. Following the war, 
aeroplanes will probably become a fourth competitive 
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factor. What is the probable post-war status of each com- 
petitive medium? Trucks, the first competitor to be men- 
tioned, have long been the greatest thorn in the side of 
the railroads. However, since I.C.C. control of trucking, 
their competitive influence has waned considerably. 

As yet, trucking companies have not felt the brunt of 
full terminal costs in the large cities, nor have they been 
subject to heavy union demands as have the Class I steam 
carriers. Today operating ratios of trucking companies 
(g11 motor carriers in 42 states) are well above 95% 
(99.1% in April, 1944) in marked contrast to 66% for 
all Class I rail carriers. It seems almost certain that in 
the post-war period, rails will either obtain higher aver- 
age rates (through allowing competitive rates to return 
to authorized rates) or recapture business from the trucks. 
The role of the truck may well be reduced to the sphere 
in which it has shown its greatest economic utility— 
namely short haul. 

Coastwise shipping, whose freight rates normally aver- 
age 1/6 of railroad rates, may well continue to obtain an 
increasing percentage of coastwise traffic. However, its 
natural economic competitive advantages may be offset 
in part by rising wages and an unsatisfactory labor situa- 
tion. As for inland waterways, political influences alone 
will determine the extent toward which this uneconomic 
form of transportation is expanded. 

As for the aeroplane bugaboo, there seems little rea- 
son to believe that an industry whose freight rates are 
joc per ton mile (general rail freight g mills; rail ex- 
press 4c) can compete to any major extent against the 
rails. Aeroplanes will doubtless take a substantial por- 
tion of first class passenger traffic, and an equally sub- 
stantial portion of first class mail. However, on an over- 
all basis, the competitive position of the Class I carriers 
with regard to hauling freight is far better than generally 
realized, and should go a long way toward re-establish- 
ing investor confidence in rail securities. 

Railroads do have relatively inflexible costs, chief of 
which are wages and fixed charges. The previously 
quoted Bureau of Transport Economics statement im- 
plies that the carriers have no control over wage costs. 
Such calculations overlook: (1) the 1944 wage bill in- 
cludes some 26 hours average of overtime (g hours over- 
time in normal peace-time years), and (2) that much 
railroad labor today is relatively inefficient as compared 
to pre-war employees. Under peace-time influences, pre- 
vious relationships will again in all probability reassert 
themselves. These calculations also fail to take into ac- 
count the extraordinary improvement in operating effi- 
ciency through increased mechanization, Dieselization of 
motive power, Centralized Traffic Control, etc. Radio 
communication holds promise in lowering transporta- 
tion expenses. Space limita- (Please turn to page 428) 
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The moving picture companies have had a period of 
prosperity in the past few years much like that which 
ihey enjoyed in the late 1920s, but they are not making 
the disastrous mistakes now that they made in the Gold- 
en Age which ended in 1929. Then they competed with 
each other to bid ever higher for theatres; and when the 
depression came, not only were they loaded down with 
theatres which they could not fill with patrons, but they 
had to meet the interest on the debt which had been 
Several of the largest 
companies went into bankruptcy in the early 1930s. They 
were reorganized in the 1935-1940 period and some of 
the big earners of the past two or three years have been 
from this group. 

Business has expanded greatly, but there are no un- 
usual expenditures being incurred: high salaries for ex- 
ecutives and stars cannot be classed as unusual in this 
business. So, if a slump should develop, there is no over- 
hanging debt now to threaten the financial stability of 
the larger companies. But they are not faced with a 
sump. In fact, a period of good conditions seems to be 
ahead. There is, of course, no reconversion problem. 
Though public spending power will not be as high as 
now, it likely will remain high enough to mean heavy 
movie patronage. Finally, and very important, Holly- 
wood has learned both business sense and how to make 
films that please the public. 

A good export demand for films can be looked for soon 
after the war ends. Europe has probably made very few 
pictures during the war and the theatres on the Conti- 
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nent will turn to this country for films, while a larger 
business may be expected from England. All in all, the 
future looks good to Hollywood. 

Loews, Inc., has had the best long term record of an\ 
of the motion picture companies. It was the only one 
of the larger units that weathered the financial difficul- 
ties of the early 1930s without going into receivership. 
and in fact had fair earnings in some years when many 
others were showing serious deficits. It regained its 
high earning power very quickly after the depression 
had passed. A study of the figures in the table shows 
that it averaged $6.55 a share in the 1936-1939 period, 
whereas many others did not show very good results in 
that period. Loews owns Metro-Goldwyn Pictures Cor- 
poration, which is its leading producer and distributor 
of films. It owns a number of theatres in all parts of 
the United States, and has an interest in some foreign 
theatres. The domestic business alone should continue 
to produce enough earnings to maintain the $4 dividend 
rate, and if the export demand comes up to expectations 
after the war, a larger dividend would seem in order. 
The stock has possibilities for further eventual appre- 
ciation. 

Twentieth Century had been of secondary importance 
in the 1920s, but had shown a growth tendency which 
made it a desirable unit to merge with Fox Film when 
the latter was emerging from bankruptcy. From the 
start, Twentieth Century-Fox Film Corporation has had 
a good earnings record, and has grown rapidly in the 
past few years, with the result (Please turn to page 430) 




















POSITION OF LEADING MOTION PICTURE STOCKS 
in Millions of $& — — Per Share in $ = Price Earn. —— 
1936-9 Net Net Est. Dividends “ Ratio to: Invest- 
1943 Avg. Work. Book Current Avg. Net Net Avg. Est. Est. Avg. ment 
Gross Gross Cap. Value Assets 1936-9 1943 1944 1936-9 1944 1944 1936-9 Rating 
Columbia Pictures*..........5- 32.4(a) 18.5 14.3 31.60 23.69 2.17 4.35(a) 4.75 0.50 0.50 9.6 21.2 C+1 
Consol. Film Industries......... 9.4 88 64 0.05 0.93 def. 0.19 0.50 - —— 120 — (C1 
CUVEE WE SHING: 5. 5:0:0.6: 6r0:s:0%s. 0. si0eces 157.%b) 119.7 62.6 70.06 17.80 6.55 8.23(b) 9.00 4.00 4.00 7.4 10.3 At 
| (x) Paramount Pictures.......... 140.9 100.1 42.3 25.51 6.48 1.13 3.89 4.00 0.04 1.70 7.2 256 B1 
| Radio-Keith-Orpheum ......... 78.7 52.5 19:4 &31 2.98 — 2.17 1.735 —— — 5.7 —— C+1 
Bo See ere 9.2 3.9 44 926 4.90 0.92 1.22 1.50 0.81 0.50 12.0 19.5 C-+1 
Twentieth Century-Fox......... 154.3 54.9 36.9 19.43 nil 3.24 5.37 5.50 1.87 200 4.7 8.0 B1 
Universal Pictures............6. 46.5(c) 19.8 16.0 19.53 16.81 def. 6.58(c) 6.00 1.00 3.6 — C+1 
(x) Warner Bros. Pictures.. ..... 131.8(b) 98.6 16.00 27.57 nil 0.85 2.14 3.00 --— 3.7 16.4 B1 
| Year ending (a) June 20 (ob) August 31 (c) October 31. 
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Canc prices have been placed on cigarettes, smok- 
ing tobacco and other products in this industry. Costs of 
labor have risen sharply, and the over-all cost of raw 
tobacco is higher than two or three years ago. Taxes are 
much larger. Earnings of many tobacco companies in the 
past two years have been well under the previous average 
level, and several of the largest companies have paid 
lower dividends in 1942 and 1943 than their previous 
average payments. 

Are tobacco stocks reflecting these conditions and sell- 
ing at low prices? Not exactly. They did reflect these 
conditions in the severe price declines which occurred in 
1941 and 1942, but many of these stocks have had very 
large advances in the past few months and have dis- 
counted a change in conditions which still may be a long 
way off. They will have to show quite a lot of improve- 
ment in their earnings and dividends, in some cases, to 
warrant any further important rise, especially as some of 
these issues have more than doubled the lows of 1942. 
Yet, in the course of time, it does seem probable there 
will be a large gain in earning power. The smoking 
habit has grown steadily, and gross income of many to- 
bacco companies is enormously over that of the 1936-9 
average (see tables). Several companies in 1943 had twice, 
or more, the average total business of that period. 

There is no indication that the ending of the war will 
find any sharp decline in the total demand, even if there 
may be a period of unemployment. One of the phenom- 
ena of the 1930-1932 depression was that the unemployed 
seemed to smoke as much as before (cigarettes and pipes), 
and the gross of tobacco companies fell off relatively lit- 
tle, while their net earnings held up very well and good 
dividends were maintained. The result was that a num- 
ber of the tobacco stocks had far less market decline in 
that period of generally severe, in some cases devastating, 
declines. In the course of time, it is expected that ceiling 
prices on tobacco products will be removed, taxes will be 





PROJECTING PROSPECTS 
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lowered, and earnings of these companies will increasebating 01 

The four leaders in cigarette sales and the companie uyer. A 
with the largest gross income in the order of their totaltg appro 
business are American Tobacco, R. J. Reynolds Tobaccofin the fir 
Liggett & Myers Tobacco and Philip Morris. Next itkrally co1 
size is P. Lorillard Co. These five did a total gross in 194 Recent 
of one billion, five hundred eighty-five million dollars) ing, adve 
which compared with the pre-war average (1936-9) oles in a 
nine hundred and three million for the five combined. Aldine of . 
number of others which have a major part of their in}ithe mont 
come from cigarettes have come forward for a timéeyoad As: 
through the years to challenge these five for leadership}§§5731,¢ 
but the few which have approached them at times havelfrom a 
not stayed in the competition for long. costs, the 

The secret of the continued leadership of these five in}May 31s 
cigarette sales is advertising of a kind which keeps the correspo 
name of the brand in the minds of the reader or hearer]jg partly 
One can get impatient to the point of exasperation at{the latte 
“Lucky Strike green has gone to war,” or the “‘bluber- 
abergotapaino” of the Lucky Strike auctioneer, yet the 
name of the brand is burned into the memory. It flashe}$T. LOU 
in bright colors from the magazine page. Hence, Ameritfiled a } 
can Tobacco is far ahead of any other in gross sales. Therejfor pert 
are also Sweet Caporal and Pall Mall cigarettes and vacruals a 
rious brands of smoking and chewing tobacco, but it isfissues, ¢ 
Luckies and its advertising which keeps the company at}termina 
the top. Earnings of American Tobacco have droppedjthe gen: 
moderately and so have dividends but the “B” and com: 
mon have more than doubled the 1942 lows at recent 
highs. The longer pull outlook is for still higher levels, 
but it would seem that recent prices rather fully discount 
the near-term business and dividend situation. ‘The cur: 
rent dividend is secure. 

“Call for Philip Morris.” How many millions of new 
customers have been won by that strident, boyish voice 3 
on the radio? Maybe it is the kind of program that has a gh 
followed the voice, but anyway, (Please turn to page 426)|‘1US 
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POSITION OF LEADING TOBACCO STOCKS it has | 
-—ln Millions of $__, In Dollars Per Share -—Ratio of Price-——_, register 
ross Net Avge. 1944 Avge. Est. to Earnings for: Invest- 
Gross Avge. Work Book Cur. Net 1943 Est. Div. 19 Est. 1936-9 ment 
1943 1936-9 Captl Value Assets 1936-9 Net Net 1936-9 Div. 1944 Avge Rating DULUT 
American Snuff.......ccccccee 9.8 7.8 130 23:39 2145 3:19 2:23 2.00 3.25 2.40 21.5 13.4 f h 
Amer. Tobacco “B"........... 529.4 247.8 219.5 26.25 27.95 4.71 4.27 4.50 5.00 3.75 15.7 15. B2 or the 
ERS CS a ee ee 22.5 16.8 11.3 35.32 28.75 2.98 3.36 3.50 1.00 1.50 85 10.1 C+2 the pre 
*Consolidated Cigar............ 22.1 10.2 16.4 27.65 45.49 0.79 4.10 3.50 0.38 2.00 8.0 35.4 C+1 compa! 
eS Serre 7.6 6.2 13.5 45.55 42.37 6.16 4.00 4.00 7.00 4.25 18.7 12.1 B recentl 
Liggett & Myers Tob. "'B’’...... 347.2 237.5 168.7 44.26 40.17 6.47 4.68 4.75 5.75 3.50 17.8 13.1 B3 
Py BIOTIN Os 6.5.0.5:5 050/00 4's :0:55'e 117.3 74.2 69.9 20.45 15.17 1.60 1.29 1.20 1.45 1.00 166 12.5 B2 the Ast 
ce eS ee err 177.%a) 57.9 68.0 43.87 37.09 6.37 5.86(a) 6.00 3.38 4.50 15.0 141 B2 wiping 
R. J. Reynolds Tob. “B”....... 414.2 287.8 146.8 15.89 13.68 267 1.86 2.00 2.80 1.50 165 12.3 B3 the $3 
United States Tobacco.......... 18.8 18.1 20.4 11.56 9.93 1.93 1.32 1.30 2.04 1.20 20.7 13.9 B3 Canad 
Universal Leaf Tob............. 55.8(6) 23.8 10.5 57.60 31.03 7.68 6.48(b) 6.75 5.56 4.00 10.9 10.8 B3 - 
(a) Year to March 31, 1944. (b) Year to June 30, 1943. ree 
€ 
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ARKET TRENDS: After four weeks of inactivity due 
the Fifth War Loan drive, we will undoubtedly wit- 
ess a resumption of corporate and municipal bond 
fferings. Voters of 21 communities in eleven states in 
une approved the issuance of municipal bonds aggre- 
Shating over $16,000,000, according to the Daily Bond 
anieBuyer. Authorizations for the first half of 1944 mounted 
totalto approximately $60,000,000, nearly 100% more than 
accofin the first six months of 1943. Real estate bonds gen- 
Xt itfrally continued their uptrend in June. 

Recently, second grade rails made an improved show- 
larsfing, advancing 1.36 points in the Dow Jones bond aver- 
9) Ofges in a fortnight whereas defaulted rails showed a de- 
dine of .52. Railway net earnings for May, in excess of 
_1Mthe month’s fixed charges, reported recently by the Rail- 
timéroad Association, were $59,000,000 as compared with 
ship|§85,731,956 for May 1943. Despite this large decrease 
havefrom a year ago, due to lower freight rates and higher 
costs, the total net income in the first five months ending 
e it}May gist exceeded that of the same five months in the 
_thdcorresponding period of any other year since 1929. This 
arerfis partly attributable to the reduction in fixed charges, 
N allthe latter being $32,547,757 less now than one year ago. 
ber: 
the 
shej$T. LOUIS SOUTHWESTERN RY.: This company has 
1eriffiled a petition in the U. S. District Court at St. Louis 
herelfor permission to pay deferred and current interest ac- 
va{cruals aggregating $3,906,175 against three of its bond 
it isjissues, t.e., on its gold income bond certificates, its first 
y at}terminal and unifying bonds and to pay charges against 
pedjthe general and refunding mortgage bond issue. 

om- 
ent 
els, 
unt 
cur: 


UNITED CORP. $3.00 PREFERENCE STOCK: This 
company has filed an amendment to its reorganization 
plan with the S.E.C. offering 1.8 shares of Philadelphia 
Electric common stock and $5.00 in cash in exchange for 
one share of its $3.00 preference stock, arrears on which 
ice] OW amount to $3.75. The preference stock is callable 
has|4t 55- Philadelphia Electric common is selling at $20, 
26) thus the offer has a total value of $41, as compared with 

the present market price of $37.00 for United Corpora- 
tion Preference stock. This preference stock appears to 

be a good businessman’s speculation despite the fact 

it has advanced nearly seven points from its low price 
’ iifregistered this year. 


lew 





_ || DULUTH SOUTH SHORE & ATLANTIC R. R.: A plan 
for the railroad’s reorganization which would eliminate 
the preferred and common stock holdings of the parent 
company, i.e., the Canadian Pacific Railroad, was filed 
recently with the I.C.C. by the Committee representing 
the ist mortgage 5% bonds, due 1937. In addition to 
wiping out these stocks, the plan proposes to eliminate 
the $3,000,000 4% income certificates, all held by the 
Canadian Pacific Railroad; $884,668 advanced by the 
aforesaid railroad, and stock of a subsidiary railroad, 
the Mineral Range Railroad. 
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Opportunities for Income and Appreciation 


in Bonds and Preferred Stocks 


BY JACKSON D. NORWOOD 


AMERICAN CRYSTAL SUGAR COMPANY 6°% CUMU- 
LATIVE FIRST PREFERRED STOCK: American Crystal 
Sugar Company was incorporated in New Jersey on 
March 24, 1899, and the present title adopted in 1934. 
It owns ten sugar factories having a combined daily splic- 
ing capacity of 16,800 tons located in the States of Cali- 
fornia, Montana, Colorado, Nebraska, Iowa and Minne- 
sota. It also owns and operates farm land in California 
and Colorado, utilized in part for livestock feeding op- 
erations and in part leased to tenants. The farm land 
totals 32,799 acres. The company has had no funded 
debt since 1939, its capitalization consisting solely of 64,- 
358 shares of 6% cumulative first preferred stock and 
363,966 shares of common stock. The preferred stock 
has preference as to cumulative dividends and is callable 
as a whole or in part at any time at 105 and accrued 
dividends. An initial quarterly dividend of $1.50 was 
paid on October 1, 1935, and has been paid regularly 
since that date. The 6% preferred stock of $100 par 
value was issued to holders of the company’s former 7% 
cumulative preferred stock in 1935. 

For the fiscal year ending March 31, 1944, the com- 
pany earned $15.20 on its preferred stock as compared 
with $16.98 in 1943. Consolidated balance sheet dated 
March 31, 1944, showed total current assets of $13,207,- 
546 as compared with total current liabilities of $2,456,- 
568 and net current assets of $10,750,978. Net current 
assets, alone, amounted to approximately $167.00 per 
share of preferred and net assets to about $350.00 per 
share of preferred. The ratio of current assets to cur- 
rent liabilities was better than 5 to 1. This preferred 
stock according to latest reports is legal for trust funds 
in the State of New Jersey. The price range on the New 
York Stock Exchange for 1943-1944 has been as follows: 
high 10414; low 9714; last 10214. At current market 
price, the indicated yield is 5.8%. 


CHICAGO & NORTHWESTERN RAILWAY: All “when 
issued” contracts in the New Chicago & Northwestern 
Railway securities shall be settled July 24, 1944, or may 
be settled prior thereto on one day’s written notice, the 
National Association of Securities Dealers has ruled. 








| RECENT BONDS AND PREFERRED STOCKS CALLED 

FOR REDEMPTION 

Call Redemption 
Date 





Amt. Called Price 

*Cons. Textile Deb. 5s 1953........ Entire issue $906.60 uly 21 
Plomb Tool Co. 1st 6s 1949........ Entire issue 1 iy 15 
Abraham Lincoln Hotel 6s 1945-6. . Entire issue 103 ug. 1 
Shell Union 234s Deb. 1961........ $210,000 100 July 15 
Southwest Tel. (Del.) 614s 1945..... Entire issue 101 ug. 

Armour & Co. (Del.) 4s Ser. ""B" 1955 $652,000 102'4(a) Aug. 1 
Electric Auto Lite 214s due 1950... $1,800,000 102% Aug. 3 


Union Oil of Cal. 3s due 1959..... 1,100,000 103 Aug. 1 
*The privilege of converting the debentures into capital stock expired on July 


a Drawn by lot thru sinking fund. 


PREFERRED STOCKS; 


City Ice & Fuel Co. $6.50 pfd...... 
Rochester Gas & Elec. $6.00 Ser. ''D" 


Entire issue 105 


7 
40,000 sh. 105 = 


Sept. 1 























Late Movers 


In a normal economic expansion 
period, steel, machinery, copper 
(capital goods in general) and rail- 
roads were the last to experience full 
revival of volume and earning pow- 
er. Hence, stocks in these industries 
were traditional “late movers” in the 
market. The present market is not 
geared to the business cycle in any 
normal sense, but to hopes of a more 
or less distant “post-war boom.” ‘The 
present late movers have no eco- 
nomic theory behind them, reflect- 
ing merely a spill-over of speculative 
demand into erstwhile laggards. 
Only in steels has it been somewhat 
emphatic. The laggard copper and 
aircraft shares are up from their 
lows only moderately. This time 
the rails can hardly be called late 
movers, as the group made a new 
bull market high last spring many 
weeks in advance of the industrial 
average. As compared with 1937 
highs, they are still on the average 
more depressed than industrials but 
are evidently running into much re- 
sistance on each effort to gain more 
ground. 


More of the Same 


Without saying in so many words 
what they plan to make when peace 
comes, Firestone Tire’s current ad- 
vertising carries some nice pictures 
of radios, refrigerators and washing 
machines, besides the company’s 
more familiar rubber products. All 
this column has to say is that all the 
signs point to a super-abundance of 
competition for the public’s favor in 
the matter of post-war household ap- 
paratus. If all the newcomers in the 
field make good profits—or permit 
older makers to have them—it will 
be something new under the sun. 
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Never has the other fellow’s pasture 
looked greener. 


Pennsylvania Dividend 


Recently the Pennsylvania Rail- 
road distributed the expected $1 
dividend for the first half-year; and 
it is a reasonably safe bet that a sec- 
ond-half payment of $1.50 will be 
made, thus duplicating the $2.50 
paid in 1943. This railroad has paid 
unbroken dividends longer than any 
other company listed on the New 
York Stock Exchange. True, in poor 
years it was only 50 cents—but the 








SOME LAGGARDS ON THE 
MARKET RISE 


fed ¥ sme 
ig rice 
Air Reduction. 4874 4114 
Allis-Chalmers.. 4314 40 
Am. Air Lines. 7614 73 
Am. Car & Foundry. 4514 401, 
Am. Smelting ___. 47% 43 
Anaconda... 317% 275% 
Barnsdall Oil... 1914 1734 
Boeing Airplane 214% 15 
Celanese... 403, 3714 
Climax Molyb. 4816 7 
Cons. Vultee____. 211% 15 
Continent. Oil__. 373% 3214 
Curtiss-Wright. 914 6 
Del., Lack. & West 1034 9 
Douglas Airc... 731% 56 
Dow Chemical 153 128 
Erie R. R.__ 1614 13 
Insp. Copper 1558 12\4 
Lockheed... 253 17 
Pepsi-Cola. . 593 57 
United Airc. 29 3% 





record was preserved and undoubt- 
edly it will continue to be pre- 
served. The Pennsy now has only 
four more years to go—1948—to 
round out an even 100 years of un- 
broken dividends. 





Bank Earnings 


Banks are now in large measure 
investment trusts in Government 
bonds; and the larger such bond 
holdings, the larger the interest re- 
turn therefrom, with no proportion- 
ate increase in operating expenses. 
Mainly for this reason—plus lesser 
ones in some instances—most New 
York banks have recently reported 
sizable increases in second quarter 
net per share. For National City it 
was $1.34, inclusive of profits on se- 
curities sold, against 70 cents a year 
ago. Guaranty Trust, on the same 
basis, was under a year ago. For the 
half-year, Chase reported $1.42 
against $1.35, but, exclusive of secur- 
ity profits, it was $1.23 against 98 
cents. Without inclusion of security 
profits—if any—Bank of Manhattan 
showed 47 cents for the second quar- 
tet against 35 cents a year ago; Bank- 
ers Trust $1.05 against 88 cents; Cen- 
tral Hanover $1.50 against $1.30; 
Chemical 73 cents against 69 cents; 
Corn Exchange, 98 cents against go 
cents; Irving, 26 cents against 20 
cents; Manufacturers, $1.32 against 
$1.25. 


Faith, Hope & Charity 


There are some rails in which 
stockholders have very little chance 
of getting dividends in this genera- 
tion, if ever. They include Boston 
& Maine, which at year’s high of 
714 was more than double low of 
334; Missouri-Kansas-Texas, which 
advanced from 214 to 4%; and 
Western Maryland, which went from 
334 to 614. If we say the value is 
nearly nil, no doubt some people 
will reply: “They went up, didn’t 
they?” But there won’t be any snap- 
py comeback when they go back 
down—as they will. 
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Bigger Corporations 





Of necessity the war production 
fort has tended to make for still 
yeater concentration of volume of 
business in the hands of largest in- 
lustrial enterprises. Some part of 
his is temporary. Many of the 
_ fargest companies will shrink some- 
ve Tvhat in size and—alert to the cry of 
‘monopoly”’—will not acquire small- 
er concerns through mergers. In 
contrast, scores of medium-size com- 
panies are aggressively making them- 
elves permanently bigger through 
acquisitions. Examples only of the 
past several weeks are American 
{Chain & Cable’s purchase of the 
€T bhld = Pennsylvania) Lawn Mower 
Works; Dresser Manufacturing’s ac- 
quisition of International Stacey 
Corp.; and Lever Bros.’ purchase of 
the Pepsodent Company. 










Pullman Family Divorce 


98 | Pullman, Inc., decided not to ap- 
ty Ipeal the Federal Court order to di- 
iN Ivest itself either of its sleeping car 
W- Thbusiness or its manufacturing activi- 
k- fies, fearing it might lose any choice 
N- Jof which to dispose of. The betting 
0; lis about 10-to-1 that it will retain the 
S; manufacturing end. There will be 
9 Inlenty of negotiation before the rail- 
-0 lroads agree on a pool to take over 
St Tthe sleeping car business, and at 
what price and on what terms of 
payment. Pullman is a high-asset 
stock—but as a railroad equipment 
manufacturer only it would have 


h considerably less stable earnings 
€ than in the past. 

a- 

“ Building 


yf | Private building is having a slow, 
h |scasonal expansion but remains at 
d jlevels less than half of a year ago— 
n |due to Federal restrictions—and will 
is Jnot have any important revival un- 
e |tii after defeat of Germany. As soon 
t Jas the time comes—when war work- 
- Jers are clamoring for jobs—the Gov- 
ernment will junk the restrictions 
and private building will be among 
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the first of the war-depressed activi- 
ties to swing rapidly upward. 


Oil Shares 


As a class, oil stocks are almost 
universally popular among invest- 
ment advisers and investment trusts. 
Yet the group is not showing bull 
leadership on the market rise and 
quite a few oils are well under 1943 
highs. This is understandable. Spec- 
ulative stocks always have the most 
spectacular advances and, despite 
certain exceptions, the oils run pret- 
tv much to “investment quality” 
equities. Moreover, oil earnings in 
most instances are now better than 
they are likely to be in the early 
peace period; and when this proba- 
bility is considered in relation to the 
fact that the group’s bull market 
high to date was go per cent of its 
1937 high, it is not surprising that 
buyers are not inclined to “reach” 
for oils. Few of them look out- 
standingly cheap. However, some 
that look “reasonably” priced are 
Standard Oil of New Jersey, Conti- 
nental, Ohio Oil, Atlantic Refining. 


Western Railroads 


Analysts who favor the western 
railroads are seemingly stating the 
obvious when they point out that 
these systems will experience war 
gains in traffic for a somewhat long- 
er period than other roads. But it 
isn’t that simple. A decline in 
freight movement incident to end 
of the war in Europe will be shared 
by the western roads as well as by 
all others, for they are moving much 
stuff eastward now. On the other 
hand, traffic related to war with 
Japan can not be confined to the 
western carriers because much of the 
production originates in the east. 
Besides all this, the market is judg- 
ing rails individually on post-war 
potentials. If it were capitalizing 
war-time earnings as it does peace- 
time earnings, most all rails would 
be selling three to five times higher 
than now. 


Civilian Goods 


There’s a row at Washington over 
when—and how much—to put into 








UPS AND DOWNS IN RECENT EARNINGS REPORTS 

Latest Year 

_ Period Ago 

| American Gas & Elec...........0..000- 12 mos. to May 31 $2.24 $2.10 

| ItEMACIONED SUGGES < 6:5 0:<<ec ice eccccwes 6 mos. to May 31 92 1.01 
Murray Corporation...............000. 9 mos. to May 31 1.16 99 | 
National Power & Light................ Year to May 31 .14 89 | 

VCETC On Cee eee eee aera Year to April 30 3.63 3.06 

CIOWN=ZONGIOREN «5s «05 6 v5se vc vcecieesc Year to April 30 2.19 2.16 

LON oo eee Year to March 31 5.91 3.96 

Firestone Tire & Rubber................ 6 mos. to April 30 2.88 2.60 

Schenley Distillers (a)..............005- 9 mos to May 31 8.95 5.00 

OCC nee 6 mos to April 30 UT, .63 

SQUIRE BEING a oo. 66.5 caeinciecac esos 5 mos. to May 31 4.97 9.27 

Bx=Gel-Ch Cotpies oi cick ccc casccuscucne Year to Nov. 30 6.40 7.50 

oC a CA eee eee Year to Feb. 29 5.15 4.65 

WAUNO BUM Dic ec. nie0c cee cee caeesswecre 6 mos. to May 31 1.19 1.28 

Beattice Cregmetye is... i000 6<ccecccweves Year to May 31 327 06 3.52 

| Cons. Gas of Baltimore..............00- Year to May 31 4.52 4.11 

eo eee 24 weekstoJune17 1.25 1.28 

Wright Aeronautical (b)...............- Year to Dec. 31 6.00 14.84 

| WAUGIIOE DEMONS oia1ct 0 ceeds 8s cudle'<'sicceers 6 mos to May 31 1.96 2.35 

WENGER S os oo ook ws ec ccctewxuaneas 6 mos. to Feb. 26 94 1.06 

(a) On shares outstanding May 31. (b) After contract renegotiation. 

















Se es ae nd 


effect Donald Nelson’s plans for 
gradual industrial reconversion. The 
chances are that the military, which 
is backed by considerable opinion 
within WPB itself, will win out as 


‘usual. Whether they do or not, the 


prospect for any important change 
in restricted civilian production 
will be practically nil until either 
Germany is beaten or the military 
see that victory is actually “in the 
bag.” Meanwhile, rather slow going 
in Normandy is bringing insistent 
warnings from the highest quarters 
against civlian overoptimism re- 
garding the war outlook. The tight 
situations in steel and in supply of 
skilled labor would alone preclude 
more than trifling lifting of civilian 
production bans. 


Lightweight Cars 


There is some fire in all that smoke 
about use of lightweight metals in 
railroad freight cars after the war. 
Missouri Pacific Lines recently placed 
an order with American Car & Foun- 
dry Company for 25 aluminum alloy 
hopper cars—the first lot to be pur- 
chased by any railroad for regular 
commercial service. The bodies will 
be all aluminum, except for center 
sill and bolster of steel. It is figured 
that such cars will carry a load of 
7614 tons without any more total 
weight on the axles than a steel car 
carrying a 7o-ton load. There’s 
money to be saved—which is the 
same thing as making it—in such op- 
erating improvements. 


New Discovery 


One swallow doesn’t make a sum- 
mer—but Phillips Petroleum recent- 
ly brought in a high-flow well, with 
high quality oil, some 20 miles west 
of the well known West Texas field. 
It is possible that this will prove to 
be the most significant oil discov- 
ery since the prolific East Texas field 
was opened up in 1930 and that it 
may push further into the back- 
ground the already easing fears con- 
cerning the threat of future domes- 
tic oil shortage. 


Rich Stockholders 


For the few who are ultra-rich in 
holdings of common stocks, invest- 
ment policy is very simple. For one 
reason or another, almost invariably 
related to taxes and estate planning, 
when holders of large blocks take 
action it is to sell to the public, not 
buy. It has little or nothing to do 
with judgment of the market out- 
look or of the particular company’s 
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prospect. A recent case in point 
was sale of 76,900 shares of General 
Foods for account of Mrs. Marjorie 
Post Davies. It still leaves the lady 
with 281,325 shares, plus an addi- 
tional 7,700 shares in trust. Figure 
the divdend on that at $1.60 a share 
—then note that the lion’s share of 
it goes to Uncle Sam in income taxes. 


Pipe Lines 


There will be a surplus of ocean 
tankers after the war. So some peo- 
ple are urging that the two emer- 
gency pipe lines from Texas to the 
East be used eventually to bring nat- 
ural gas, rather than oil, from the 
Texas fields to the Philadelphia, New 
Jersey, New York area. Though the 
coal interests will object, it sounds 
like a good idea. Natural gas is a 
much better and cheaper fuel than 
manufactured gas. There wouldn’t 
be any question of the choice if in- 
dustrial and residential users of gas 
had the say. 


Foreign Properties 


Various sizable companies operat- 
ing here, but owned by Germans or 
Japs, are now in the hands of the 
Alien Property Custodian and due 
to become Americanized by sale of 
securities to the public. One of the 
first is American Potash & Chemical 
Company, on which appraisers are 
now working on valuation of assets. 
Other concerns of importance, for- 
merly controlled by German na- 
tionals, are General Aniline & Film 
and Rohm & Haas. The latter, 
though little known to the public 
because there is no listed stock, is 
well known in the chemical trade 
and has some outstanding research 
achievements to its credit. 


Easing Up 


You can buy a new innertube of 
synthetic rubber now without apply- 
ing to a rationing board—if your 
dealer has it in stock. It’s a big if. 
You also stand a better chance of 
being able to buy a water heater, if 
you want one, as WPB has author- 
ized output at rate of 67,000 a year, 
about one-third of normal, and com- 
paring with previous quota of 20,- 
ooo. When can one get a decent 
beefsteak—legally? And _ without 
paying an outrageous restaurant 
price? 


Industrial Building 


Contrary to the general notion 
that we will have an excess of indus- 
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trial plant capacity after the war, ; 
survey made among 721 corporation 
by the Turner Construction Com 
pany reveals that 32 per cent of them 
have “definite” plans calling for ne 
or additional plant construction. All 
firms queried have at least a $1,000, 
ooo triple “A” credit rating. 


Fine If True 


. A. Livingston, editor of a bul, 
letin for WPB, expresses the per. 
sonal opinion that “marketable” sur; 
pluses of plants, equipment a 
goods to be disposed of by the Gov. 
ernment after the war will not ex. 
ceed $15, billion. He breaks it down 
as $6 billion of plants, $4 billion in 
merchantable Army-Navy stores, $1 
billion in Government stock-piles of 
scarce materials and $3 billion in 
manufacturers’ inventories which the 
Government presumably will take 
over. 





Jersey Tax 


Ruling of the highest New Jersey 
court that railroads operating in that 
state owe the state some $60,000,000 
in back taxes and interest thereon 
has hurt market action of the chief 
roads affected: Erie, Central of New 
Jersey, Lehigh Valley, and Delaware, 
Lackawanna and Western. Where 
and when some of them will get the 
money is hard to see. 


Getting Rich 


We certainly would not all 
Schenley a “war baby,” for it was an 
up-and-coming company long before 
the war and it probably will do all 
right by itself after the war—but, on 
the other hand, its war-time earn- 
ings are surely something marvelous 
to behold. On increased shares now 
outstanding, net for g months ended 
May 31 was $5.96 a share, against 
$3.33 for comparable prior period. 
And this was after contingency re- 
serve of well over $1 a share. 


So They Say— 


Atlantic Refining should earn 
around $5 a share this year and has 
book value approaching $70. ... 
Canada Dry is still well liked as a 
growth stock for the longer pull... . 
Fansteel, on the Curb, went up from 
1942 low of 51% to recent high of 
2934 and is being tipped for 50 
(maybe). ... When coppers and 
aircrafts move up this leg of the bull 
market probably will be over... . 
Columbia Broadcasting is a growth 
situation still offering good yield. . . . 
National Dairy ought to pay higher 
dividend. 
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After sagging listlessly for a few weeks under 
the summer heat, manpower shortages and 
shut-downs for repairs, per capita business 
activity recovered a bit in the week ended 
July 8 to the accompaniment of a moderate 
siakep in steel operations. This publication's 
weekly index averaged 135.9 in June, com- 
pared with 135.0 in May and 130.5 for June, 
1943. Without compensation for population 
growth, our index of Business Activity rose |.1 
point in June, to 165.5% of the 1923-5 aver- 
age, a level 5.8% above last year. Second 
quarter averaged 164.2—2.5 points above the 
first quarter, and 4.7% ahead of last year's 
second quarter. Average for the first six months 
was 163.0—6.4 points above the second half 
of last year and 5.8% ahead of the first half 
of 1943. 

kk 


Department store sales in the week ended 
July | were 12% ahead of the like period last 
year, compared with a gain of only 7% for 
four weeks and for the year to date. 


x * * 


In the interest of the war effort, War Mobili- 
zation Director Byrnes has intervened in a con- 
troversy between the war agencies and the 
armed services and gained postponement of 
reconversion orders which would have per- 


(Please turn to the following page) 
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CONCLUSIONS 


MONEY AND CREDIT—Fifth war 
loan well over the top; but individual 
subscriptions still lag. Sixth war loan 
planned for three or four months 
hence. Treasury hopes it can be called 
a "Victory" Loan. 


TRADE — Department store sales in 
week ended July | were 12% above 
last year, against a gain of only 7%, 
for four weeks and for the year to 
date. 


INDUSTRY—Huge accumulations of 
currency and marketable Government 
securities, lack of organized public 
support for, and Republican opposi- 
tion to, price control present a very 
real threat of post-war inflation. 


COMMODITIES—Farm staples con- 
tinue rise under inflationary implica- 
tions of recently enacted price control 
extension law. 








BUSINESS ACTIVITY 


PER CAPITA BASIS 
M. W. S. INDEX 
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Latest Previous Pre- 
Wk.or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Aac Harbor 
BUSINI 
(M. 
FEDERAL WAR SPENDING (+#) $b July 5 1.60 1.87 1.70 0.43 (Continued from page 419) 
Cumulative from Mid-1940.............. July 5 200.9 199.3 111.0 14.3 INDUS’ 
mitted partial resumption of civilian production, Durak 
The W. P. B. was ready to: lift restrictions on Non-| 
FEDERAL GROSS DEBT—$b July 5 202.5 198.6 136.9 55.2 th sou 08 alent sad tmmuedeies smallen CARLC 
production of experimental models from any Manu 
MONEY SUPPLY—S$b materials; allow immediate placement of advance — 
Demand Deposits—!01 Cirties......... July 5 33.0 32.3 24.3 orders for machine tools needed for reconversion; eed 
Currency in Circulation................... July 5 22.6 22.3 17.6 IGF) Joana permit manufacture of any product in areas 
where manpower and materials are plentiful. ELEC. 
BANK DEBITS—13-Week Avge. . ge 
New York City—$b “ag at acc ye ; 5.48 4 bi Mr. J. A. Livingstone, editor of War Progress," si 
100 Other Cities—$b......0...0.00000000.. uly 6 : K a weekly economic report issued by the W. P. B. 
expresses his purely personal opinion that dis- _ ee 
INCOME PAYMENTS—$b (cd) May 12.28 12.49 11.25 8.11 | posal of Government-owned property after Gace 
Salaries & Wages (cd).................. Apr. 8.97 8.98 8.20 5.56 | the war will not prove to be so difficult as gener- Fuel 
Interest & Dividends Si i 0.82 fo 0.76 re ally supposed. He estimates marketable carryover Heati 
Farm Marketing Income (ag)....... ay 1.46 1.40 1.40 ; from the war into the peacetime economy at $15 
LUMBE 
Includ'g Govt. Payments (ag)....... May 1.51 1.47 1.44 1.28 billion—only 10% of the possible post-war an- Stocks 
nual rate of production of goods and services. STEEL | 
CIVILIAN EMPLOYMENT (cb) m May 52.0 51.3 52.6 50.4 | Included in the estimated total are $6 billion in Cumu 
Agricultural Employment (cb)____. May 8.6 75 8.9 7.7 | disposable Government-owned plant, $4 billion in ENGINE 
Employees, Manufacturing (Ib) May 16.0 16.2 16.8 13.6 Army-Navy merchantable stores, $1 billion in AWA 
Employees, Government (Ib)... May 5.9 5.9 6.0 45 6 i aneadieale f terial 4 
UNEMPLOYMENT (cb) m May 0.9 0.8 0.9 3.3 Fa er ee ee a Cums 
$3 billion in manufacturers’ excess inventories. MISCEL 
FACTORY EMPLOYMENT (Ib4) May 159 161 167 141 Merchant ships, food and military establishments Papert 
hh Mele May 218 221 226 168 are not included. es 
Non-Durable Goods ................... May 112 113 121 *120 oo © “i 
FACTORY PAYROLLS (ib4) Apr. 318 384 310 189 To facilitate quicker disposal, it has been de- Machi 
cided that the Defense Plant Corp. will con- _ Portlar 
FACTORY HOURS & WAGES (ib) centrate on the transfer to private ownership of ag—A 
Weekly Hours oe _ ip prow rind oy the Government's emergency factories and facili- rol e 
Hourly Wage (cents sees Re : : : " ties; while the R. F. C. will assume charge of c 
Apr. 45.56 45.63 42.48 32.79 : poe rie: Labor B 
Weekly wage ($)——_____ rr marketing land, airfields, camps and cantonment for popu 
areas; but the two agencies will work coopera- ||| Board ac 
PRICES—Wholesale (Ib2) July | 104.1 103.7 103.0 92.2 | tively. 
Retail (cdib).... pepe eR os May 137.1 136.6 135.3 116.1 * * * 
The Superintendent of Public Documents has ||| No. of 
COST OF LIVING (Ib3) May 125.0 1245 125.1 110.2 | available for distribution at a nominal price a ong 
oe Beg aces pstes iecenpssuteveseatenaneies esas td 135.5 134.6 143.0 113.1 loose-leaf manual on renegotiation requlations 
othing .... ey 137.0 136.9 127.9 113.8 | issued by the War Contracts Price Adjustment 4 Agr 
LS See ee May 108.1 108.1 108.0 107.8 Board. (O. W. 1.3331.) 9 Airc 
* * * 5 Air 
RETAIL TRADE : 5 Am 
Retail Store Sales (cd) $b May 5.72 5.44 5.22 4.72 To our mind these, and even unemployment, 13 Aut 
Durable Goods 00.0... ceecsecseseseeeee: May 0.87 0.77 0.82 je will be relatively minor problems compared with 12 Aut 
Non-Durable Goods ......... May 4.85 4.67 4.40 Ol abe. loom: d . ; ion. ; 
Chain Store Sales (ca)... May 191 = 18671 ee a ee 
Dept. Store Sales (rb3)_... ped 175 183 167 138 Groundwork for a post-war explosive rise in prices 3 Busi 
Dept. Store Stocks (rb2)............ May 146 145 131 139 has already been laid in the form of a huge 2 Bus 
expansion in currency and great quantities of 5 Che 
. privately-held Government securities waiting to 4 Com 
MANUFACTURERS be unloaded on the banks. Lack of organized 12 Con: 
9 aa ste sd i — sad oe public support for price control makes the danger 6 Con 
Non-Durable Goods ........... May 199 20! 189 178 | all the more real. 8 Cop 
Shipments (cd3)—Total_....... May 273 281 247 183 * * * 2 Dair 
Durable Goods _......... ue Ma 370 387 338 220 
andkhe ok pacar a May 197 198 177 155 From the outset, the Administration has had ; ie 
to wangle price control legislation out of an 2 i 
: : ; : nat 
BUSINESS INVENTORIES—$b inflation-minded Congress — even meng 7 Sead 
End of Month (cd)—Total....... Apr. 27.8 28.0 27.6 ~~ 26.7 | times to actual or threatened veto. In signing |] > 6. 
Manufacturers’ Apr. 17.4 17.5 17.4 15.2 | the recent measure extending price and wage 4 fess 
Wholesalers’ soseteeseteeeeeeeeeseeeeeeneeneses Apr. 4.1 4.1 4.0 4.6 | control for a year beyond June 30, President 3 ea 
Retailers? nnn ennenneeneene Apr. 6.3 6.4 6.2 72 | Roosevelt remarked that one of the amendments New Hie 
ew HI¢ 
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PRODUCTION AND TRANSPORTATION 
— Latest Previous Pre- 
Wk. or Wk. or Year _— Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor 
BUSINESS ACTIVITY—I—pc July | 135.4 135.8 129.9 118.2 might “obstruct effective enforcement of the 
(M. We S.)— Dap... eeceseseseseeees July | 164.9 165.4 155.6 139.5 Jaw."' If so, he would ask Congress to revise the 
INDUSTRIAL PRODUCTION (rb3) — = FS 2 ee eee las 
ion, Durable Goods, Mfte........ccscssssssseees May 357 361 359 215 
on Non-Durable Goods, Mft.........c.000 May 170 172 176 141 In keeping with its traditional “friendship” for 
Hion CARLOADINGS—t—Total July | 898 881 852 833 businessmen, farmers and labor, the recently 
any Manufactures & Miscellaneous... July | 398 389 387 379 adopted Republican Platform, after paying 
nce Mdse., L. C. L. July | 107 104 101 156 general lip service to sound money, a balanced 
. Coal July | 175 176 145 150 Steak nail’ } ae k tok 
on: , July | 59 53 60 43 udget and lower taxes, proceeds to make a joke 
aad MIRON 5 oucass shesccsceesdscaenss tatastsetcesoreeiesste of this bby coming out bablly tes: remscal of ll 
ELEC. POWER Output (K.w.H.)m July | 4,327 4,325 4,111 3,269 rice and wage controls, while at the same time 
Pp 
SOFT COAL. Pred. (st) m July | 12. 12.0 10.2 10.8 | outdoing the New Deal in its promises of sub- 
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Trend of Commodities 


Despite prospects of bumper crops this year, prices for 
leading farm commodities, under leadership of wheat and 
cotton, continued to rise during the past fortnight in 
further response to inflationary implications of the price 
control extension law. The July | estimate of crop prospects 
looks for about the same aggregate crop production this 
year as last with gains over last year indicated for wheat, 
oats, rice, tobacco, sugar beets, hops, apples, peaches and 
pears; and moderate declines expected for corn, barley, 
rye, flaxseed, hay, dry edible beans, dry field peas, pota- 
toes, sugar cane, and grapes. Present prospects point to 
a record wheat harvest of 1.6 billion bushels this year in 
the U. S. and Canada. Adding the carryover of 600 mil- 


lion bushels on July | gives a total supply of 2.2 billion 
bushels, against estimated total requirements for food, 
feed and industry of only 1,150 million bushels and a re- 
sulting surplus of 1,050 million bushels for export and next 
year's carryover. In face of this, Congress has raised the 
loan rate to 90%, from the former 85%, of parity and 
enacted a virtual mandate to the Government to sup- 
port that and other important crops at parity. Fortunately, 
in the interest of price control, the overall parity price 
index up to June 15 has held steady at the same level for 
five consecutive months, and is only 4% above a year ago, 
OPA has ordered cotton textile mills to increase prices on 
about a third of their output. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. I Yr. Dec. 6 
July 8 Ago Ago Ago Ago Ago 1941 
182.3 182.4 182.2 180.8 179.2 176.2 156.9 
168.4 168.4 168.4 168.3 167.9 167.7 157.5 
191.8 192.0 191.7 189.3 186.9 182.0 156.6 


28 Basic Commodities 
11 Import Commodities .... 
17 Domestic Commodities 
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Average 1924-26 equal 100 


1944 1943 1942 1941 1939 1938 1937 


| Sao 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
BO orc coon eee 94.54 88.45 83.61 55.45 46.50 45.03 52.03 
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WHOLESALE COMMODITY PRICES 
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Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
July 8 Ago Ago Ago Ago Ago 194! 
224.4 223.0 224.0 222.4 218.9 210.8 163.9 


7 Domestic Agricultural... 
207.6 207.2 207.0 207.0 206.4 200.1 169.2 


12 Foodstuff 























16 Raw Industrials _ 165.1 165.5 164.8 163.1 161.0 160.1 148.2 
SPOT COMMODITY INDEX 
260 APR. MAY JUNE 
250 fu prem, ge IN — 
Alas 
240 
MOODY’S INVESTORS 
SERVICE INDEX 























15 Commodities, December 31, 1931, equal 100 


Copyright by Moody's Invesior Service 
1944 1943 1742 1941 1939 1938 1937 
LA etree ae 251.5 249.8 239.0 219.0 172.3 152.9 228.1 
ROW oon tet eae 247.0 240.3 220.0 171.6 138.4 130.1 144. 
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Financing Machinery Needed 
to Bolster Our Economy 
via Foreign Trade 





(Continued from page 393) 


placed on a more stable and perma- 
nent basis. 

In its essence, this means that we 
must provide the outside world with 
the necessary dollar exchange until it 
is in a position to earn its way from 
mutual trade. If we don’t, we risk 
once more the discovery, to our dis- 
comfort, that nations abroad, to buy 
in our market, depend on their abil- 
ity to sell us. But in order to ex- 
port, they need capital goods to build 
and expand their export industries 
or else their economies must needs 
undergo a severe shrinking process 
from which we could not remain un- 
affected. This applies not only to 
the war-ravaged Europeans. The 
principle holds equally true when 
applied to our Latin American 
neighbors, currently flush with war- 
earned dollars. These will be quick- 
ly spent; purchasing power built on 
savings does not last forever. They 
must export in order to import from 
us; if they cannot or are not allowed 
to, economic progress will stop. 

Our interest in foreign trade after 
the war is great; we need such com- 
merce to bolster and stabilize our 
own economy. Nor is it merely a 
question of loans and credits, al- 
though these will be tremendously 
important to get foreign trade go- 
ing. It is equally vital that to safe- 
guard them, that is to create condi- 
tions that will permit repayment of 
these loans, we must formulate sound 
international economic and financial 
policies without which we would 
merely build a house of cards. Thus 
we must, among other things, pursue 
a tariff policy that will open up rath- 
er than restrict international com- 
merce and work out a sound foreign 
investment policy through joint ac- 
tion of Government and private en- 
terprise. In short, we must assume 
the role of the creditor nation which 
we have become and give other na- 
tions a chance to earn their way in 
their commercial relations with us. 

Without that, we might as well 
make gifts instead of loans, and for- 
get about them, a thoroughly nega- 
tive policy which would cost us far 
more than the mere value of the 
gifts. We would have to pay in 
terms of unemployment and lagging 
production, in loss of friendship and 
political standing. We would learn 
the hard way that in a world forced 
by necessity to organize and coor- 


JULY 22, 1944 


dinate its activties, we cannot stand 
aloof and still enjoy prosperity for 
any length of time. There would be 
only one alternative: Autarchy at 
home and a thoroughly regimented 
economy, a solution which most of 
us would never consider seriously. 





Industries Will Forge Ahead 





(Continued from page 398) 


(and sporadic strikes) and produc- 
tion is nowhere sufficient to meet the 
enormous requirements. This situ- 
ation, described in more detail in the 
last issue of the Magazine, will con- 
tinue until relieved by adequate 
labor supply, but even then demand 
will remain high and the industry 
faces capacity operations for a con- 
siderable period even should military 
requirements lessen materially with 
the end of the war in Europe. Here, 
too, there can be no question of a 
reconversion pause and the promis- 
ing demand outlook should con- 
tribute materially to further im- 
provement in the financial affairs 
of the industry, severely impaired by 
the pre-war deterioration of its basic 
position. How long prosperity will 
continue is, however, problematical, 
depending on a good many factors, 
but for the time being, earning pow- 
er of most companies should remain 
above pre-war, in some cases sub- 
stantially so. 

Another industry likely to move 
into the post-war era without any re- 
conversion pause is the tire industry, 
whose current operations are only 
limited by available trained man- 
power. Available supply of synthetic 
rubber is more than adequate to 
meet the enormous requirements, for 
all purposes, but shortage of skilled 
tire builders makes it impossible to 
setisty more than military and most 
essential civilian demands. Once 
manpower becomes more adequate, 
the industry will be all set to attack 
the huge deferred demand that has 
been building up during the war 
and supply the tires and tubes need- 
ed for the rebirth of our automobile 
industry. This should mean capacity 
business for a good many years, at 
least 2 to 3 but possibly even five 
years, depending on the length of the 
post-war boom in the automobile 
industry. Together with the growth 
trend in sales of mechanical rubber 
goods and miscellaneous products, 
interrupted by the war, the industry 
can look forward to peak profits for 
a considerable period, a prospect 
which, however, is at least partly 
discounted by current market prices 
of rubber company shares. 








NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of ir.erest to our fellow Amert- 
cans. This is number twenty of a sesies. 


ScHENLEY Dis7TrLLers Corp., N. Y. 


The Mail Bag 





For some weeks now this series of 
articles has appeared from time to 
time in this puvlication. We felt, per- 
haps, that since ours is a product that 
enjoys nation-wide distribution, many 
of those who honor us continually by 
purchasing our brands, might be in- 
terested in a type of advertising that 
is quite off the beaten road. 


Hundreds of letters have come to 
us from our readers . . . gratifying 
letters, most of them. But, occasion- 
ally, in spite of our studied efforts to 
avoid controversy and disparagement, 
we do “come a cropper” once in a 
while. Whenever a fellow bursts out 
in print, he invites a rabbit punch on 
his occipital. So, we have received 
perhaps eight or ten highly-spiced, 
extremely pungent epistles—dressing 
us down unmercifully. All of these 
punishing letters — happily in the 
minority — followed the story about 
our friend, the Judge, who said he 
resented the implication that he is a 
partaker of “intoxicants” just because 
he enjoys a highball or a cocktail 
with his dinner. 


Well, you good people who don't 
like us—we believe in minority opin- 
ions and minority rights. Just as long 
as we have divergent opinions in this 
country, openly and honestly ex- 
pressed ... just so long are we bal- 
anced and safe. 


We wouldn't have it any other way. 
If this writer were a Voltaire, he 
would put it this way, “I do not agree 
with what you say, but I will defend 
to the death your right to say it!” 


When a nation has only one ruling 
opinion—one dictatorial voice—then 
farewell to the civilization we, in 
America, are determined to retain. 
When only one voice dares speak, the 
people are no longer articulate. . 
they speak only with a shrug of the 
shoulders ...a bite of the lips...a 
look in the eyes .. 


We, in the Distilled Spirits Industry, 
are here because the “voice” of Amer- 
ica, by an overwhelming majority at 
the polls, ten years ago, voted us im. 
We shudder to think of what would 
be going on today, in this emergency 
period, if the conditions that prevailed 
during prohibition were still with us. 
Then we really would have a job on 
our hands. Gangsterism in our own 
country and gangsterism abroad! 


MARK MERIT 


of ScHENLEY DisTILLERS Corp. 
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The Personal Service Department of THE MaGazInE oF \VALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Atlas Plywood 


“T should like your opinion as to the 
future prospects of the stock of Atlas 
Plywood. I purchased 30 shares of the 
old stock, before the 2 for 1 split, at 16, 
some fifteen months ago, so then I al- 
ready have some profit. The most recent 
report of the company’s earnings was ex- 
cellent—good enough it seemed to me to 
justify a higher market price than this 
stock now commands. Does Atlas make 
plywood only for packing cases and not 
the many other varied uses? And why, in 
your opinion, is the stock so sluggish? 
Finally should I invest more money in 
the concern or should I turn to other 
securities?” —A.M.T., Orono, Maine. 


Atlas Plywood Corporation was 
incorporated in Massachusetts in 
1925 to acquire and consolidate 
several plants in New England. 
Since that time the company has 
expanded considerably through ac- 
quisition of other plants and tim- 
ber lands. It maintains several 
branch sales offices in the United 
States and one in Montreal, Cana- 
da. At the end of 1943, the corpo- 
ration was reported as owning 9g 
manufacturing plants and 6 assem- 
bly plants, also owning in fee 
60,400 acres of timber land con- 
taining about 225,000,000 feet of 
soft and hardwood timber. This 
acreage is located in New England, 
North Carolina and Canada. 
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Production includes plywood 
shipping cases, drums, barrels and 
lumber. The company has also 
developed a product called Tek- 
Wood which is made from a combi- 
nation of veneer and kraft paper, 
used for making packing cases and 
in the furniture industry. The 
shares were originally issued in 
1925, were split up on a basis of 
two new shares for one old in 1929, 
and were again split up two for one 
in 1943. Dividends were paid reg- 
ularly from October, 1925, to July, 
1931. After that a dividend of 50 
cents was paid July, 1934, August 
1936 25 cents was paid, and a like 
amount in November 1936, and at 
least one dividend a year there- 
after. 

The original offering of shares 
was made in 1925 at $50 per share, 
so that the present price is roughly 
equivalent to $46 for the original 
shares. Gross profits in 1943 were 
better than 1942, and while net prof- 
its are shown as $1.01 per share in 
1943 against $1.20 in 1942, for pur- 
poses of comparison it should be 
remembered that the 1943 capitali- 
zation is based on the split-up and 
on the number of shares outstand- 
ing in 1942 earnings for 1943 would 
have been $2.02 per share. The 
latest figures available cover 6 
months but includes the last quar- 


THE 


Inquiries 


ter of 1943, so that earnings for the 
first 3 months of the year cannot 
be separated for a comparison with 
the first quarter of 1943.. It would, 
however, appear earnings for the 
first quarter of this year exceed 
those for 1943 but are somewhat 
lower than the latter part of 1943. 
On figures alone, without con- 
sidering the prospects for further 
expansion in the industry, we be- 
lieve you are correct in stating that 
a higher price for the shares 1s jus- 
tified. Your inquiry gives no clue 
as to your objectives or total in- 
vestments and distribution thereof 
so that the consideration of any 
further purchases should take into 
account your circumstances and 
the proportion this security will 
represent in your total holdings. 


Canadian Gold Mines 


Would you consider it advisable for 
purchase of reasonably heavy commit- 
ments in well located, producing, divi- 
dend-paying Canadian gold mines in 
view of increased earnings at war’s end, 
due to then available manpower, explo- 
sives, steel, etc.?2 Also, possible increase 
in price of gold, decrease of present 15% 
tax on non-resident shareholders and 
possible Canadian leniency in regard to 
mining taxation to stimulate use of man- 
power and development of new mines 
which over the long run would greatly 
benefit, as mines are now so heavily 
taxed as to greatly curtail venture capi- 
tal to find new mines. Having prospect- 
ed for five years in Northern Canada, I 
may be somewhat inclined to be more 
“bullish” on the (to me) favorable out- 
look for gold than the situation warrants. 
Your advice on this will be greatly ap- 
preciated. I had figured on 25 or 30% 
of capital to be invested in gold.—DSA, 
Vandergrift, Pa. 


Your letter does not give any indi- 
cation as to what your available as- 
sets might be or what you require for 
ordinary annual expenses outside of 
current income. Evidently you have 
a working knowledge of the basic 
problems of gold mining, both for 
mines actually in production and for 

(Continued on page 432) 
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During peacetime, Briggs Manufac- 
turing Company is the Nation’s 
largest independent automobile 
body manufacturer. In the war 
Briggs is devoting its peacetime 
skill to making bodies and parts 
for medium tanks and aircraft; also, 
bomber turrets, droppable gas tanks 
and non-ferrous castings. 


Briggs war orders total approxi- 
mately $1,000,000,000. This money 
has been spent or is being spent as 
indicated in the box shown here- 
with. Percentages are based on dis- 
tribution of Briggs 1943 sales dollar. 
In 1943 Briggs did twice as large a 
dollar volume of business as it did 
in an average peacetime year. In 
1943 Briggs delivered double the 
number of tank hulls delivered in 
1942. In the same year Briggs de- 
livered to the U. S. Army and Navy 

















53.6% to about 40,000 em- 


ployees for wages and 
salaries. 


0.2 % for executive salaries. 


32 1% to some 2,000 sub- 
e!/O contractors for mate- 


rials, supplies and 
assemblies. 


1 9% to stockholders for 
07/0 dividends. 
9.2% for taxes. 


1.2% for depreciation. 


1.2% for reconversion ex- 


penses and other costs 
arising from the war. 


0.6% left in the business. 








more than 22,500,000 pounds of airplane sections, as 
compared with 7,000,000 the year before. This included 
almost twice as many bomber fire-power turrets as in 
the previous year. Total shipments to date of airplane 
sections by Briggs exceed 45,000,000 pounds. 

Earnings by Briggs hourly paid employees in 1943 aver- 
aged $3,159.00. On December 31, 1943 there were 39,312 
people on the Briggs payroll, of which 21,737 were men 
and 17,575 women. This is 48% greater than on Decem- 
ber 31, 1942 when Briggs payroll was 26,401 people. 


In the first five months of 1944, shipments of airframe 


BAUGGS REPORTS 


on One Billion Dollars 
in War Orders 


—and how the money is being spent 


sections, by Briggs, were at consid- 
erably greater monthly rates than 
during any other months since the 
war began. Production of tank hulls 
was almost equal to the 1943 rate. 
Deliveries of auxiliary gas tanks, for 
the first five months of this year, 
were 7 times the total for 1943, and 
shipments of aircraft fire-power tur- 
rets were at a rate almost twice that 
of last year. 


Unless very extraordinary develop- 
ments take place, Briggs 1944 war 
business should be equal to, or ex- 
ceed, its record 1943 year. 


During the war, Briggs has shown 
that experience in manufacturing 
good automobile bodies, plumbing 
ware and non-ferrous castings has 
enabled it to turn out good “bodies 
for bombers, fighters, tanks” and 
other war requirements. Briggs is 


glad that it has been able to play an important part in 
the Nation’s war effort. All of its facilities and energies 
will continue to be available to the Armed Forces until 
Victory has been won. 


However, when Victory does come, Briggs is prepared 


DETROIT 


to go about the job of reconversion with the same 
dispatch and intensity that it applied to the prepa- 
ration for war, and, if it is allowed to do so, can go 
back into at least some peacetime production quickly. 


W. O. BRIGGS 
Chairman of the Board 


BRIGGS 
MANUFACTURING 
COMPANY 


W. P. BROWN 
President 
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The Potentials for More Lib- 
eral Dividend Policy 





(Continued from page 401) 


are fairly good but the post-war out- 
look subject to doubt—so dividends 
will hardly increase. In farm equip- 
ments, tobaccos, soft drinks and utili- 
ties it looks to the writer pretty 
much like “regular dividends” for 
the rest of the year. In textiles and 
some other fields, the situation 1s too 
mixed for a general or “trend” com- 
ment on dividend prospects. 

The over-all influences presently 
making for a more liberal dividend 
policy include the following: 

(1) Aggregate production has 

assed its war-time peak (made last 
October) and the strain on working 
capital is consequently relaxing. 

(2) Costs and prices in the war 
industries have become more sta- 
bilized and, after much experience 
with renegotiation, manufacturers 
are better able now to ascertain ac- 
tual profits. 

(3) For a variety of reasons, as we 
get nearer the end of the war, there 
is less fear in industry concerning the 
hazards involved, in contract term1- 
nations, and less fear about the re- 
conversion period in general. 

(4) In growing number of in- 
stances, contingency reserves al- 
ready set up are regarded as adequate 
protection against early post-war un- 
certainties, with the result that earn- 
ings reported to stockholders will be 
proportionately larger. A notable 
example of this is General Motors. 

As above pointed out, these gen- 
eral influences will not help divi- 
dends where individual earnings 
situations are unfavorable or where 
future volume-earnings prospects are 
subject to above-average uncertainty. 

We are still at war. Corporate tax 
reduction lies some distance ahead. 
There will be a reconversion slump 
of at least some proportions and the 
tax cushions can do no more than 
moderate its impact on earnings. 
Finally, prospective post-war com- 
petitive relationships—and product 
plans—are exceptionally “fluid,” 
which gives many companies con- 
tinuing reason to conserve cash as 
“ammunition.” 

For all these reasons it would per- 
haps be prudent to regard the cur- 
rent over-all improvement in the 
dividend situation as both limited 
and of intermediate duration. How- 
ever, it is possible—though it remains 
to be seen—that we can get through 
the reconversion business set-back 
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without the monthly dividend aver- 
ages breaking their 1942 lows; and 
it seems certain that in the ratio of 
dividends to earnings we have put a 
major bottom behind. Finally, of 
very great potential promise, is the 
growing evidence that the next Con- 
gress probably will act to end or at 
least moderate the double taxation 
of dividends. 





Projecting Prospects for 
the Tobaccos 





(Continued from page 414) 


the name has been spread into every 
nook and cranny of the world where 
American radio is heard. It was orig- 
inally an English cigarette and years 
ago was imported, but the American 
company acquired domestic rights to 
make it many years ago and later 
(1937) acquired the right to sell this 
brand in all other countries except- 
ing Canada. Philip Morris & Co., 
Ltd., has grown fast in recent years, 
with the 1943 gross more than triple 
that of the 1936-9 average. Net in- 
come has fallen a little in reflecting 
current handicaps to the trade (ceil- 
ings, labor costs, high taxes, etc.,) but 


still holds relatively high. There are 


prospects for further growth in total 
business and earnings, and for long 
pull appreciation in the stock. At the 
moment, however, it may have dis- 
counted the nearer term outlook. No 
nearby dividend increase is likely. 

R. J. Reynolds Tobacco “B” sells 
at considerably below the price of 
the common stock, while American 
Tobacco and Liggett & Myers “B” 
stocks usually sell a little higher than 
their common shares. The explana- 
tion is that in the case of Reynolds, 
employees and officers of the com- 
pany who own the common, which 
bas voting power and the “B” has 
not, receive special bonuses from the 
company. That makes the common 
more valuable to these employees 
and officers, though it is not more 
valuable to the general stockholder. 
In the case of American Tobacco 
and Liggett & Myers, the only differ- 
ence between the stocks is that the 
common votes and the “B” does not. 
That should give a slight advantage 
marketwise to the common, but the 
general trading interest is in the “B” 
stocks and that is why they often sell 
higher than the common, sometimes 
£ points or more higher. The in- 
vestor for income should buy which- 
ever is cheaper. 

Reynolds and Liggett & Myers 
have the same situation as the others 
in this part of the group, with longer 
pull prospects for higher earnings. 


Reynolds’ chief brand is Camel in 
cigarettes, while its Prince Albert 
smoking tobacco is one of the largest 
sellers. The chief brand of Liggett 
& Myers is Chesterfield. Neither will 
increase dividends for the present. 

Lorillard has dropped down in the 
scale. At one time a few years ago, 
it made a big bid for a high ranking 
for Old Gold cigarettes and while it 
is a relatively big seller, it has not 
been crowding the leaders, as it did 
some years ago. Lorillard also makes 
a number of other cigarettes, smok- 
ing tobacco and cigars. The stock 
has moderate appeal for the longer 
pull. The $1 dividend seems stabil- 
ized. 

Snuff keeps a surprisingly large 
market through the years. It is said 
to have had less variation in total 
sales from year to year than any 
other product in any line, for a pe- 
riod of generations. It is chewed by 
some, “sniffed” by others, used in va- 
rious compounds for insecticides, 
remedies, etc. Its major market is in 
southern states. Workers in plants 
where smoking is forbidden are re- 
ported to have taken to chewing 
snuff. The largest by far in this trade 
is U. S. Tobacco. Others are Ameri- 
can Snuff and G. W. Helme. All 
three have had a long period of good 
earnings and dividend payments. 
The three stocks rate as issues suit- 
able to hold for their income return. 
But present dividends are covered by 
only a small margin. 

Two of the leading makers of low- 
priced cigars are Bayuk Cigars, Inc., 
and Consolidated Cigar Corp. They 
have not only had a great increase in 
their gross in recent years but have 
shown a rise in net over their 1936-9 
average, most especially so with Con- 
solidated. The American public has 
a lot of change jingling in its pockets 
and has been buying more and more 
cigars. If a period of severe unem- 
ployment should follow the ending of 
the war, this trend might be reversed, 
for while the unemployed smoked 
cigarettes on a hugh scale during 
past depressions, at such times, cigar 
sales fall off. However, national in- 
come after the transition period may 
be far larger than before the war 
and many erstwhile lower-income 
smokers may have been elevated per- 
manently into the cigar class. Each 
of these companies sought to pay 
higher divdends out of present ex- 
cellent earnings. 

Universal Leaf Tobacco is a buyer 
of leaf tobacco, processing it and 
storing it for aging and reselling, 
mostly to cigarette companies. This 
business has been quite prosperous 
for a long period of years and income 
held up well during the war period. 
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Dividends have been liberal. The 
stock gives a good yield on its present 
dividend and there are longer pull 
possibilities for higher levels on it. 
With a very reasonable price-earn- 
ings ratio, the stock seems one of the 
least over-bulled issues in the group. 





Looking Ahead with Small 
Business 





(Continued from page 395) 


and processes which the Government 
has acquired or developed during 
the war, including the 45,000 patents 
seized from enemy aliens. Addition- 
ally, the SBC would be authorized 
to make arrangements for providing 
small business with the research fa- 
cilities of the Federal and state Gov- 
ernments, and of educational and 
other private research bodies. 

The new bill, in short, is virtually 
an omnibus measure for the benefit 
of small business. Just in what shape 
it will finally be enacted remains to 
be seen, but needless to say it has 
considerable support in and out of 
Congress as is to be expected of a 
measure of such broad popular ap- 
peal. Big Business, of course, is in- 
clined to frown on anything smacking 
of preferential treatment of “any 
seginent of the economy.” 

As to more immediate issues, con- 
gressional and Government thinking 
points along the following lines: 
There is agreement regarding the 
reed for utmost speed in contract 
settlement with adequate safeguards 
for small subcontractors. Plenty of 
Government money will be made 
available for working capital loans 
to aid transition. The SWPC is fight- 
ing hard for a program permitting 
small manufacturers to resume civil- 
ian manufacture ahead of the big 
ones, as materials and manpower be- 
come available, and in this effort has 
the support of WPB. Preferred treat- 
ment of small business in surplus 
disposal is also demanded and the 
SWPC is plugging energetically for 
a definite program rather than gen- 
eral policies as projected in the 
Baruch-Hancock report. Finally, 
there are proposals for preferential 
tax treatment of small business when 
our tax laws come up for revision. 
Qut of this welter of well-meant pro- 
posals, what sort of help can small 
business really expect? 

Essentially, and also equitably, 
Government can do no more than 
offset some of the disadvantages 
while preserving all the advantages 
that small business enjoys vis-a-vis 
big business. The advantages are flex- 
ibility, independence and _ greater 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 





STATEMENT OF CONDITION 
JUNE 30, 1944 


RESOURCES 


Cash and Due from Banks . . . 


U. S. Government Obligations, direct 
and fully guaranteed . . . . 


State and Municipal Securities . 
Other Securities . . . . 


Loans, Discounts and Bankers’ 
Acceptances. . . . « 


$ 886,347,988.67 


2,778,2 18,272.86 
84,987,986.73 
122,628,560.94 


1,048,627,006.00 
10,328,851.65 
6,751,716.05 
4,185,995.07 
7,050,000.00 
35,282,065.75 
4,456,946.09 
1,317,453.11 
$4,990,182,842.92 


Accrued Interest Receivable 
Mortgages . . . 


Customers’ Acceptance Liability * % 
Stock of Federal Reserve Bank . . 
Banking Houses 

Other Real Estate . 

Other Assets . .. . 


a 








LIABILITIES 

Capital Funds: 
Capital Stock 
Surplus. . 
Undivided Profits 


. $111,000,000.00 

124,000,000.00 

43,209,131.71 
ss $s 278,209,131.71 
5,180,000.00 
10,289,270.53 
8,249,317.58 
4,677,872,687.91 


Dividend Payable August 1, 1944. 
Reserve for Contingencies . 
Reserve for Taxes, Interest, etc. 
Deposits 


Acceptances 


Outstanding. .$ 7,955,614.16 


Less Amount in 


Portfolio . . 3,301,795.36 4,653,818.80 


Liability as Endorser on Acceptances 


and loreign Bills . . . . 74,220.02 
5,654,396.37 


$4,990, 182,842.92 


Other Liabilities . . . ... 





United States Government and other securities carried at $1,199,414- 


eee ee el ee ee ee ee ee ee ee ee ee ee ee 


965.00 are pledged to secure U. S. Government War Loan De pe sits 
of $1,021,381,481.02 and other p sublic funds and trust deposits, and for 
other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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In these two fields, then, 


adaptability to changing conditions. 
But inherent handicaps often out- 
weigh all the nimbleness and aggres- 
siveness of even the ablest small 
enterpreneur. These are chiefly a 
higher cost of obtaining capital and 
credit, and inability to engage trained 


specialists. 
Government can take positive and 
helpful action and indications are 
that it will. Additionally, impartial 
enforcement of business laws will go 
far towards helping small business to 
compete on equal terms. It is ques- 
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tionable whether more can be done 
to benefit small-scale enterprise last- 
ingly and efficiently. 

To meet the essential need for long 
term credit, Congress has before it a 
wide variety of bills to create some 
system of intermediate credit banks 
for small business, or regional invest- 
ment banks chartered and supervised 
by the Federal Government but oper- 
ated by private banks, similar to the 
Federal Reserve Banks. These 
regional banks could make loans 
which private banks are unable to 
make. The great advantage would be 
that such a system would combine 
regional and national access to capi- 
tal with local contact and knowledge. 
The credit pool envisaged by the 
American Bankers Association pur- 
sues a similar aim, though under ex- 
clusion of the Government. 

But the greatest need is equity 
capital, risk money willing to take a 
chance. There is only one thing the 
Federal Government can do, that is 
removal of obstacles to investment 
and business enterprise generally by 
lowering taxes. Changes in the tax 
law to provide an incentive for ven- 
ture capital could do as much to 
help small business as anything else 
the Government could devise. There 
is good reason to believe that Gov- 
ernment is fully conscious of this and 
will act accordingly. 

Government aid in the form of 
research, both scientific and manage- 
ment, is a common proposal to help 
small business, and some aid of this 
sort will almost certainly materialize. 
Even today, the Department of Com- 
merce is planning to set up a con- 
sulting service for small concerns 
needing expert assistance, and else- 
where, helpful ideas are quickly 
crystallizing. Action along this line, 
however, will have to overcome a 
certain amount of wariness on the 
part of small business itself, lest Gov- 
ernment assistance lead to some form 
of control or supervision. 

By and large, it must be admitted 
that small business, when the war 
ends, will find itself in not nearly as 
precarious a position as was com- 
monly predicted early in the war. 
The service trades especially have 
suffered less than the small manufac- 
turer; their problems are relatively 
simple and business has been good. 
It is the small manufacturer, faced 
with difficult transition questions, 
who is most dependent on sympa- 
thetic treatment and there is little 
doubt that he will get it. In his own 
interest, however, he must recognize 
the practical limitations to official 
assistance if he wants to stay in busi- 
ness as a free and independent busi- 
nessman. 
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To What Extent Will the 
Rails Hold Their War- 
Time Gains? 





(Continued from page 412) 


tions preclude expanding this point, 
although for those interested, we 
refer them to the “Railway Age” 
June 3, 1944, pages 1078 ff. where 
the Association of American Rail- 
roads lists numerous technical im- 
provements in recent years. Suffice 
it to say that many well informed 
students of railroad finance expect 
that the Class I carriers can handle 
$6 billion gross revenues with 10% 
fewer employees than in 1941, a $5.3 
billion gross year. 

We cannot leave the subject of 
wages without taking into considera- 
tion the possibility of increased 
rates being granted as an offset to 
higher wages. As recently as 1942, 
the I.C.C. had approved a rate in- 
crease to offset the wage increase of 
that year. In 1943, however, the 
I.C.C, rescinded this increase in 
view of the large earnings of the 
carriers, and to date the increase has 
not been restored. 

It should not be overlooked, how- 
ever, that the I.C.C. is more interest- 
ed than ever in maintaining earning 
power of Class I roads. The Com- 
mission has exercised full sway in 
reorganizing some 36 carriers since 
1929. It therefore may be said that 
the Commission now has a vested in- 
terest in railroad rates, and it must 
of necessity maintain an adequate 
rate structure to support those cap- 
italizations, for which it has had full 
responsibility in bringing into be- 
ing. Accordingly, we think it prob- 
able that were railroad earnings to 
drop precipitously, the Commission 
would quickly authorize an increase 
in rates, 

As for fixed charges, a start has al- 
ready been made in reducing this 
burden. Whereas fixed charges, in- 
cluding leased line rentals, totalled 
$714 million in 1929, by 1944 they 
will probably have been reduced to 
around $600 millions. When all Sec- 
tion 77 and equity reorganizations 
have been consummated, _ these 
charges should be reduced to $450 
million, a reduction of charges of 
some 37%. 

With an improved competitive 
position, and some measure of flexi- 
bility of wages and interest charges 
achieved, it seems reasonable to fore- 
cast a minimum net operating in- 
come of $go00 to $1,050 million (on 
gross of from $6 to $7 billion), as- 
suming a 40% corporate tax, but 


THE 


elimination of Excess Profits Tax. 
Deducting therefrom fixed charges 
of $450 million, as estimated, there 
would then remain some $450 to 
$600 million for Class I equities. 
However, cash inflow arising from 
depreciation items is likely to exceed 
this amount by $200 to $300 million. 
In 1943 the I.C.C. forced the car- 
riers to set up a new account, de- 
preciation of way and _ structures. 
This account, together with special 
amortization provisions, should re- 
sult in sufficient additional cash in- 
flow so that net balance should ex- 
ceed that remaining after charges in 
1929, although falling short of 1942 
and 1943 balances by some $100 or 
$200 millions. Post-war railroad 
earning power should be both sufh- 
ciently substantial and sufficiently 
stable to warrant re-establishment of 
railroad credit and investor conft- 
dence alike. 

On roads listed in the second ol 
the accompanying tables—a table car- 
rying no comments because of space 
limitations—we comment as follows: 

Delaware, Lackawanna & Western 
common is a radically speculative 
stock with below-average post-war 

. prospects. With earnings sharply 
down from a year ago, no dividend 
is in prospect. 

Gulf, Mobile & Ohio common has 
much above-average speculative po- 
tentials for the longer term. There 
has been a substantial reduction in 
fixed charges since reorganization, 
due to refunding and debt retire- 
ment. Stock should eventually at- 
tain dividend status but not this 
year. 

New York, Chicago & St. Louis 
has reduced fixed charges 25% in 
the last eight years. There are mer- 
ger possibilities (with Pere Mar- 
quette and Wheeling & Lake Erie) to 
form enlarged Chesapeake & Ohio 
system. Market potentials of the 
common are limited both by con- 
tinuing priority on debt retirement 
and by large arrears (now $76.50) 
on the preferred stock. The latter 
is regarded as an attractive specula- 
tion. 

Norfolk & Western is one of 
strongest and most efficient roads, 
with debt only 25% of total capitali- 
zation. Net result of war influences 
—especially taxes—has been adverse, 
reducing dividend from $15, to $10. 
Post-war tax cushion is large. This 
is one road almost certain to pay 
higher dividends after the war than 
now. A prime quality investment 
equity. 

Pere Marquette’s debt retirement 
program has been moderate as com- 
pared with various other roads, and 
there are arrears of $33 a share on 
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the prior preference stock. No divi- 
dend is in prospect on the common. 
Pittsburgh & Lake Erie has no di- 
rect funded debt and financial posi- 
tion is strong. Shows 10-year aver- 
age earnings of $4.75 a share and 10- 
year average dividends of $4.40 a 
share. Has large post-war tax cush- 
ion. Road is over 50% owned by 
New York Central. The common is a 
sound, semi-investment issue. Will 
probably pay at least $4 this year. 
Reading continues to use war 
earnings for debt retirement; and 
though earnings will be close to $5 
this year, the $1 dividend is unlikely 
to be increased. This is a funda- 
mentally sound road, the common of 
semi-investment quality. 





Appraising Food Stocks in 
War and the Coming Peace 





(Continued from page 405) 


1943 period than the year before. The 
present indication is that when re- 
ports for the 1944 fiscal year are pub- 
lished, they will show some recupera- 
tion from the lower figures in 1943. 
This is based on the higher prices 
being paid for molasses, and in some 
cases these companies have been 
quite active in making rum, with 
good income indicated. The post- 
war outlook for the Cuban com- 
panies also seems to offer good pos- 
sibilities, for one or two years at 
least. Much of the Cuban crop of 
the past two years was bought by the 
United States Government but has 
been stored in Cuba. With the re- 
lease of shipping after the war, the 
surplus will be partly shipped to the 
United States, but .most of it is ex- 
pected to go to Europe. Then, it is 
indicated, new supplies will have a 
free market, and for the first year, 
and possibly two years, a large de- 
mand is expected and good prices. 
Following that, it may be that the 
former conditions of “too much 
sugar in the whole world” will be 
seen when the European beet sugar 
production is back to normal. 
American Sugar Refining is in a 
different position from any of the 
above. It is a very large domestic 
refiner, also owning producing and 
refining properties in Cuba and in 
the beet sugar lands of the West. The 
domestic refining business promises 
te be active and prosperous for sev- 
eral years, as the supply from one 
source or another is sufficient to keep 
the plants operating at a high rate, 
and despite ceiling prices, refined 
sugar is well above the pre-war level. 
Corn syrup and molasses compete 
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directly for some markets with sugar, 
but both also have separate markets 
where they have special uses. The 
use of corn for food, both human 
and animal, and the very large ex- 
porting of it, have produced so seri- 
ous shortages at times in the past 
two years than some of the corn re- 
fineries have had to close for lack of 
raw materials. Government agencies 
have found supplies enough to keep 
the industry going on a restricted 
basis. The demand for corn syrup is 
so large that the leading makers 
could operate at full capacity if they 
could get more corn. The restricted 
supply is not expected to handicap 
this industry for long, with indica- 
tions that the post-war corn supply 
will increase materially. Molasses is 
used in liquor making, as well as in 
candy and in many foods, and the 
demand for it is so large that it has 
added an important amount of in- 
come for some of the sugar com- 
panies. 

The milk, cheese, butter and ice 
cream sellers have had several years 
of steadily increasing demand for 
their products. This is partly a re- 
flection of the “better eating” of 
many millions of Americans, also of 
the large shipments of some dairy 
products for lend-lease to our Allies. 
Milk products and cheese have been 
in enormous demand in Europe and 
this is expected to continue after 
the war, as the dairy production of 
Furope may be very low for several 
years because of the lack of animal 
feeds and the slaughter of huge num- 
bers of cattle for food, also because 
of the manpower shortage “on Eur- 
opean farms during the war. The 
leading companies in the dairy prod- 
ucts field have had only a moderate 
increase in their net earnings because 
of ceiling prices and rationing of 
cheese, which is normally one of 
their more profitable lines, and the 
curtailment of milk deliveries and 
the rise in the cost of sugar used in 
ice cream. The post-war earnings 
ratios may show some increase, most 
particularly from cheese and _ ice 
cream sales. 

Canning and packing companies 
have had a huge demand for their 
output, but have had many handi- 
caps to overcome. Shortages of labor 
to pick fruits and vegetables have 
been one of the most serious. A tin 
srortage has been another. Rationing 
of canned goods, with particularly 
high points on canned fruits, has 
been another. Despite these, also 
rising costs, earnings have held 
steady, as a whole, during the war 
period. When the war is over, it is 
expected that this business will be 
vood for several years, while de- 
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pleted supplies are being built up 
again, and with a very extensive ex- 
port business indicated, until such 
time as Europe and other parts of 
the world are producing enough for 
their necessary food supply. 

Packaged goods—coffee, cereals, co- 
coa, deserts and similar lines—have 
been sold in record-breaking quan- 
tities, but the profits of the leading 
makers have not increased, with costs 
rising as much as gross income in- 
creased. The leading companies have 
prospects for holding their net in- 
come, however, as new lines are be- 
ing developed, such as frozen foods, 
distilled liquor distribution, etc., and 
profits from them may offset some 
decline in other directions. Pack- 
aged goods have a fixed retail price 
in many cases, and this is hard to in- 
crease at a time when production 
costs are going up. 

War-time changes—making earn- 
ings higher for some food compa- 
nies, lower for others—should not 
be given too great weight in invest- 
ment selections. Though all of the 
pre-war relationships will not be re- 
siored, at least operating conditions 
will be much nearer normal than 
now. Under such conditions, invest- 
ment status of most stocks in the 
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packaged foods, dairy, flour milling 
and corn refining groups will be su- 
perior to most of those in the sugar, 
meat packing and baking lines. 

However, sound as the above gen- 
eralization is, food stocks vary widely 
in intrinsic quality and should be 
closely studied on an individual basis, 
with the aid of the accompanying 
tabulations. Some of the strongest 
companies are American Sugar Re- 
fining, Beatrice Creamery, Beech Nut 
Packing, Borden, California Packing, 
Corn Products, General Foods, Gen- 
eral Mills, Loose-Wiles, National Bis- 
cuit, National Dairy Products, Purity 
Bakeries, Standard Brands, Swift & 
Co. 
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that its 1943 gross income was nearly 
triple that of the 1936-9 average. 
The company owns or controls close 
to 600 theatres in the United States 
and has an interest in British and 
New Zealand theatres. It also con- 
trols Gaumont-British, Ltd., a Brit- 
ish picture producer. The future 
earnings outlook seems to be favor- 
able and, in the course of time, a 
higher dividend than the present $2 
rate is to be expected. 

Too much real estate caused the 
predecessor company of Paramount 
Pictures, Inc., to go through reor- 
ganization in 1935. ‘The present 
company has shown a steadily im- 
proved position in recent years and 
has an earning power which can be 
rated as better than $3.50 a share 
under normal conditions. The com- 
pany recently increased its quarterly 
dividend payment to 50 cents a share 
for the third quarter. Paramount 
has about 650 theatres in its chain, 
not counting those owned or con- 
trolled by companies in which it has 
an investment but not a controlling 
interest. Paramount may be an im- 
portant interest in the television 
field, as it controls the Alan B. Du- 
mont Laboratories which operates 
two of the nine television broadcast- 
ing stations in the United States. Du- 
mont plans to manufacture tele- 
vision receiving sets after the war, 
also to make several electronics de- 
vices. Paramount stock does not ap- 
pear to be overpriced on its long 
term earnings outlook. The dividend 
has been increased for six consecu- 
tive years and may go even higher in 
time. 

Radio - Keith-Orpheum’ Corpora- 
tion was the last of the companies 
which went into the courts in the 
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early 1930s to emerge from bank- 
ruptcy, and in the first two years 
operation of the present company 
poor results were shown. Then, in 
1943, RKO bloomed into earnings of 
$2.17 a share on its common stock, 
and has prospects for showing close 
to that this year. It retired all of its 
accrued debt on the preferred by 
paying the back dividends this year. 
As this preferred can be converted 
by its owners on a basis of one share 
of it for eight shares of common, 


there are possibilities that the pre- 


ferred may be converted before very 
long, and leave the company with 
but one class of stock. Dividends do 
not seem near on the common. 

Warner Brothers Pictures, Inc., is 
another of this group of integrated 
companies owning or leasing theatres 
and having an important export 
business, also having an interest in 
foreign theatre chains. Warner Bros. 
paid off the back dividends and re- 
tired its preferred stock in 1943, but 
despite large earnings, has given no 
indication as to when common divi- 
dends will be started. There has 
been a great improvement in finan- 
cial positions and the common has 
potentials for substantial speculative 
appreciation. 

Columbia Pictures is mostly a pro- 
ducer of pictures, also doing some 
of its own distributing. Earnings 
have been large in recent years and 
were very good in the earlier 1930s, 
but fell off in 1938 and 1939. Divi- 
dends have been small in relation 
to earnings in the past few years, 
but an increase in payment may be 
expected if earnings are maintained 
at around the $4.35 a share shown 
in the 1943 fiscal year. 

Universal Pictures, after poor re- 
sults before 1939, has had large earn- 
ings in recent years, with the best 
showing at $6.58 a share in 1943 fol- 
lowing the merger with Universal 
Corporation. The company is a pro- 
ducer and distributor. While no 
change is indicated for the near fu- 
ture, it is expected that dividends 
will be gradually raised later if earn- 
ings hold near the rate of the past 
few years. However, improvement 
in this situation has been largely due 
to one star, Deanna Durbin, and no 
other company seems as dependent 
on one human asset. 

Technicolor, Inc., makes special 
films which reproduce in several col- 
ors. The popularity of these col- 
ored films seems to be increasing 
and there are prospects for a much 
larger demand for them both in this 
country and abroad. Technicolor 
has had fair earnings for the past 
eight years, after poor results in the 
early 1930s. Its income in the late 


1920s was quite large. The stock ap- 
pears to have speculative possibili- 
ties, based on the expected expan- 
sion in earnings and in dividends in 
the post-war period. 

Consolidated Film Industries, Inc., 
had large earnings in the 1920s, then 
went through a long period of defi- 
cits or small income on the common. 
The preferred stock has arrears of 
about $12.25 a share in unpaid divi- 
dends. The main business of the 
company has been in developing and 
printing moving pictures, with many 
of the larger producers using its 
services. In the last year, it ac- 
quired control of Setay Company, 
which owns nearly all of the stock of 
Republic Pictures, the latter being 
a producer. An eventual merger of 
Consolidated with Setay and Repub- 
lic is indicated, and this may result 
in considerably larger earning pow- 
er for Consolidated. The stock, 
however, is a radical speculation. 





Merchandising Shares In 
Transition 
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department stores stocks has been 
a little fast, but these stocks conceiv- 
ably can make up for a long period 
of neglect in former years by “going 
to town,” if the market as a whole 
continues its present uptrend. Mail 
orders might come in for greater at- 
tention, and durable goods stocks 
(furniture, auto accessories, radios, 
electric equipment, etc.) may well 
have further possiblities on pros- 
pects of big baying for post-war 
needs. The latter companies have 
been trying to “beat the gun” by 
promoting plans for installment 
buying for future delivery, but the 
government does not give much en- 
couragement to these attempts be- 
cause of the obvious customer risk 
in buying “futures.” 

The men’s clothing and furnish- 
ing business anticipates a billion dol- 
lar “bonus” from veteran spending, 
according to press reports, hence 
these stocks may share in the general 
interest. All in all, the retail stocks 
seem to be one of the foremost 
“peace groups.” But they, of course, 
have discounted prospects rather ex- 
tensively at present prices. At highs 
on the present movement, the food 
store stocks were at 95 per cent of 
their 1936-1937 best level; mail or- 
der stocks 87 per cent; department 
store stocks 86 per cent; variety stores 
66 per cent. 
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Geared To Today's Markets 
For Protection — Income — Profit 


Short-Term Recommendations for Profit . . . 
Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 
appreciation is indicated. 


Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term profit. Average price under 10. 


Recommendations for Income and Profit . . 
Common stocks, preferred stocks and bonds 
. . « for the employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building ... 
Common stocks in which you can place moder- 
ate sums for large percentage gains over the 
longer term. Average price under 20. 


Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 


When to Buy ... and When to Sell . . . You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed . . . when to be entirely 
liquid. 


Market Forecasts . . . Every week we review 
and forecast the market, giving you our con- 
clusions as to its indicated trends. Dow Theory 
Interpretations are included for comparison. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 


Consultation by Wire and by Mail .. . To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time ... by wire 
and by mail. 

Added Services ... 

Business Service . . . Weekly review and fore- 


cast of vital happenings as they govern the 
outlook for business and individual industries. 


Washington Letter . . . "“Ahead-of-the-news" 
weekly reports from our special correspondent 
on legislative and political developments weigh- 
ing their effects on business 
and securities. 
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. . dynamic market 


REAT shifts in security values are near . 
phases which will uncover new opportunities for outstanding price 
appreciation . . . the potential leaders of the next recovery move. 


You have probably delayed enrolling with The Forecast awaiting 
active markets such as those now developing. We feel it is a particu- 
larly opportune time to come with us ... to share in the profits we 


anticipate for our subscribers over the months ahead. 


In our record of results through definite market counsel and 
selection of securities . . . in the high volume of our subscribers 


who renew ... is our assurance of profitable service. 


In our 1400% increase in clientele . . . is confidence in our service, 
which we look forward to meriting through our counsel to you 
as well. 


The Forecast Provides Two Low-Priced Programs 
— for the Short Term — for the Longer Term 


With $1000 you can participate fully in our Low-Priced Opportunities 
for Short Term Profit. These recommendations average under $10. We 
also conduct a Low-Priced Program for Capital Building plus Income 
with recommendations under $20. 


You will be advised definitely what and when to buy for the short term 
and the longer term... for profit and income. All recommendations 
are in specialized programs and comprise a fixed number of selected 
securities kept under continuous supervision and fitted to your capital, 
wishes and objectives. 


|. Our initial valuable report on your holdings. 


2. Our Low-Priced Opportunities for Profit; for 
Income and Capital Building; as selected. 


Enroll With 
The Forecast 


To Receive: 3. Our analysis of the pattern and duration of 


the current market phase . . . when to buy 
for the next important upmove. 


Only 4 points profit on 20 shares will cover your enrollment for a full 
year. Take advantage of our special offer of FREE service as outlined. 





FREE SERVICE TO LABOR DAY 











OO Telegraph me collect in anticipation of 
important market turning points 
when to buy and when to sell. 














As I See I#! 





(Continued from page 381) 


Despite the shattering blows he has 
received, despite the deadly bomb- 
ing of his cities and industries and 
the crumbling morale of his people, 
we must not underestimate the de- 
fensive strength still left to him 
though his military power is plainly 
disintegrating. 

Victory this year requires constant, 
unrelenting assault. Military leaders 
are convinced that Hitler hopes to 
hold out through the coming winter 
by shortening and bolstering his de- 
fenses, even at the expense of giving 
up wide territories. Evidently he 
still hopes to gain somewhat better 
than unconditional surrender by in- 
flicting heavy losses on his attackers, 
south and west, and escape destruc- 
tion by holding Russia at bay until 
winter when cold and long supply 
lines may hamper Russian offensive 
activity. 

Allied strategy, needless to say, is 
just the opposite. We will try to 
drive relentlessly toward Berlin, 
from East and West, in an attempt 
to end the war before the snow flies. 
This means that the Allies will not 
permit any prolonged stalemates on 
any front. While we are pounding 
at the gates of Germany’s “Inner 
Fortress,” a crucial period still lies 
ahead; much fighting remains to be 
done to clinch the victory which now 
is so clearly in our grasp. 
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new developments. On this assump- 
tion a reasonable purchase of gold 
and allied shares is suggested. 

As to reduction of the present 15%, 
tax, that ought to follow as our own 
tax rates are adjusted. Likewise, as 
we encourage the use of venture cap- 
ital here, Canada will probably fol- 
low suit. Prospects for an adjustment 
in the price of gold cannot be accu- 
rately estimated at this time though 
of course any increase in the price 
would increase the value of gold 
shares. 

Any portfolio of mining shares 
ought to allow for some holding of 
International Nickel as well as gold 
shares. Of the gold mining shares, 
Domes Mines, Noranda Mines, Hol- 
linger, Lake Shore, Teck Hughes, and 
Wright Hargreaves, are well thought 
of and have proven profitable to 
holders for many years. 
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Long Bell Lumber 


“IT would like your report on Long 
Bell Lumber Co. and the Corporation 
which owns a major portion of it. What 
is the set-up? With $64 back dividends, 
what may happen? Will the back divi- 
dends be paid or will there be bank- 
ruptcy?”—D.D.M., Wheeling, West Va. 


Long Bell Lumber Corporation 
was incorporated in Maryland in 
1924, aS a holding company and 
originally owned about 98.5% of 
Long Bell Lumber Company com- 
mon stock which was its chief asset. 
As these shares paid no dividends, 
income of the holding company was 
nominal. In connection with the 
reorganization of Long Bell Lum- 
ber Company, common stock was in- 
creased to permit issuance of com- 
mon to preferred shareholders so 
that Long Bell Lumber Company 
owned 100,780.1 shares of the new 
common out of a total of 197,683 
shares outstanding. Long Bell 
Lumber Company earned no profit 
in 1938 and 1939, but since then has 
had some good years, earning about 
55 cents in 1940, $22.82 in 1941, 
$16.49 in 1942 and in 1943 earned 
the equivalent of $10.20 per com- 
mon share. In 1943 the common 
shares were split 10 to 1, so that 
Long Bell Lumber Company now 
owns 1,007,801 shares Long Bell 
Lumber Company common out of 
1,991,930 shares outstanding. 

Earnings for the first quarter of 
1944 are reported as 22 cents per 
share, exactly the same as for the 
first quarter of 1943, after giving ef- 
fect to the split-up. An initial divi- 
dend of 10 cents per share was de- 
clared, payable June 1, 1944, to stock 
of record May 4. This would mean 
an income of about $100,000 to 
Long Bell Lumber Corp. Long Bell 
Lumber Corporation, in turn, de- 
clared a dividend of 10 cents per 
share on each Class “A” stock on ac- 
count of arrears which will be $66.go 
as of June 30, 1944. Since there are 
593,862 shares of Class “A” outstand- 
ing, this distribution represents ap- 
proximately 60% of the amount re- 
ceived in dividends from the Long 
Bell Lumber Company stock. 

With the Long Bell Lumber Com- 
pany common shares quoted at 614 
bid, 7 asked, the 1,007,801 shares 
owned by Long Bell Lumber Corpo- 
ration are worth $6,550,706, or about 
$12.3714 per share, which is now 
selling at 1014. Since the future 
prospects of the Long Bell Lumber 
Corporation Class “A” would seem 
to be based on the fortunes of Long 
Bell Lumber Company, temporary 
retention is suggested, for while you 
can hardly expect to recover arrears 


in full, if near term profits continue, 
you can look forward to some reduc. 
tion if further dividends are declared 
on the Long Bell Lumber Company 
common. 
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sumption relationships as sketched 
in the foregoing should however 
heighten our awareness of the great 
importance of future policy and pol- 
icy trends, with their direct bearing 
on investment values and earnings 
prospects. Investors as a group can- 
not afford to ignore them and hold- 
ers of the much talked-down capital 
goods industries equities in particu- 
lar may profitably ponder this sub- 
ject. 

On the whole, one should guard 
against assuming great revolutionary 
changes in demand trends except as 
determined by general economic con- 
ditions. Public spending, as far as 
choice of demand is concerned, is 
not likely to deviate much from the 
spending mentality of pre-war years. 
Genuine prosperity, not artificially 
created, thus would argue effectively 
for the likelihood that we shall find 
our capital goods industries by no 
means over-expanded. Artificial 
prosperity, that is national income 
puffed up from below by compen- 
satory payments to unemployed 
workers or other beneficiaries of 
Government largesse will have the 
opposite result. Income payments 
will be kept high but relatively little, 
if anything, will be added to capital 
goods production, hence existing fa- 
cilities will be more than adequate 
even if national income holds at 
peak levels. 

Rather, the proper way to increase 
the national income is to stimulate 
production, to increase the national 
product, barring of course “phony” 
stimulation by mere changes in the 
price level. Such being the case, the 
emphasis of all post-war planning 
should be upon production instead 
of income, for production creates in- 
come and at the same time provides 
goods and services. If our professed 
post-war aim of achieving fullest 
possible employment is tackled from 
the production angle, which auto- 
matically presupposes the proper 
economic climate to spur produc- 
tion, the question of over-capacity in 
capital goods industries, if it does 
exist, will readily take care of itself. 
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